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THIS IS A LOUD NOISE IN OUR QUIETORIUM 


For one brief moment, we thought of showing 
you a real picture of this Quietorium of ours. 

But actually it looks much the same as any 
other room built in the middle of a factory ... 
even if it is all double walls, and sound traps, 
floating springs and such. 


room... each one “auditioned” by an expert 
sound technician. When an occasional one acts 
up like a noisy little brat, it is sent right back 
to the shop for another “silencing treatment”, 

We have the old-fashioned idea that you 
want a refrigerator to refrigerate. Noise- 
makers can be had at the five-and-dime. 

Hence the Quietorium. It puts the finger 
on our ideal of perfection and holds us to it. 
It’s just one of scores of tests we make on 
everything from turbines to toasters... 
to make sure we live up to that ideal. 


What makes it unusual is something we 


can’t picture... silence so complete that 
even the sound of a human heartbeat can 
be measured. 


Our refrigerator compressors march in con- 
tinuous procession through this tinkered-up 


BROADEST LINE OF ELECTRICAL EQUIPMENT 
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The newsboy’s bike is capital 


HE NEWSBOY starts a route, on foot. He 
can deliver 35 papers, he makes $3.15 a 
week, on bad days some customers have to wait. 


He spends some money for movies but saves 
some to buy a bicycle. Now he can deliver 70 
papers, make $6.30 a week, and his customers 
get their papers more promptly. 

Now he can save more (profit) but he is wise 
and so puts some away in a special fund to 
replace the bike when it wears out. That’s 
depreciation reserve. 

If he’s very ambitious he buys two bikes, takes 
on another route and hires another boy (wages) 
to cover it. Now he needs twice as much depreci- 
ation reserve, or when the second bike breaks 
down he will have no money to replace it, and 
so the second boy would be out of a job or 


would have to deliver on foot at half the wages. 

That’s all there is to business. 

Is the first newsboy wicked because he makes 
a profit? Should he be prevented from accumu- 
lating bicycle replacement money? Is he oppress- 
ing the second boy by supplying a bicycle so 
he, too, can deliver more and so earn more? 

No? Yet many people in high places say older 
business men are, when they do identical things. 
Think of the newsboy’s bike when you listen 


to your next speech. 
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.News within the News 








BUSINESS AS RAILROADS SEE IT—The general recession has hit railroads, too. 
Freight tonnage and passenger miles are down. Competition is tougher. Here, 


in an interview with the editors of U.S 


News & World Report, Arthur E. Stod- 


dard, the president of Union Pacific, tells about troubles facing railroads and 
indicates some trends in the business picture.....................++. bcveideirieapictiaiie P. 32 


BUSINESS LEVELING OUT............ P. 11 
Business pessimists are starting to change 
their tune. Signs are multiplying that 
trade is leveling off after its decline. A 
serious downward spiral hasn’t appeared 
after all. Production is picking up here 
and there. Careful appraisers now look 
for a stabilizing period, followed by an 
upturn in 1950. 


WORLD PLAN TO SHARE GOLD..P. 14 
A move is under way in Europe’s capi- 
tals to sell U.S. the idea of marking up 
the price of gold. Idea is to make the 
world’s gold supply worth more dollars, 
wipe out the dollar shortage painlessly, 
and balance the U.S. budget—all with 
a single stroke of magic. 


BIGGER FARM PROBLEM.............. P.. 16 
Superabundance of farm crops, after 
years of relative scarcity, is bringing old 
farm problem back bigger than ever. 
Nearly everything is in surplus supply 
now. Congress, facing an election year, 
is coming up with its own solution, a 


combination of controls, incentives and 
penalties. 
THE NEW DEFENSE SETUP............ P. 18 


Secretary Johnson now gets the power 
to change the shape and character of 
U.S. defenses almost at will. How the 
newly authorized defense setup is to 
work, and how much of a one-man show 
it really is are revealed here. 


ARGENTINA OFFERS PROFITS......P. 21 
If you're looking for big long-range prof- 
its and are willing to face red tape and 
heavy risks, consider Argentina. Markets 
are big, labor abundant and pesos plen- 
tiful in many industrial and commercial 


lines. So are Latin pitfalls. Here is a 
prospectus of investment risks south of 
the border. 


GERMANY: TOO MANY PEOPLE..P. 23 
Another war would be welcomed by the 
8,000,000 East German refugees who are 
crowding West Germany and making it 
hard for everybody to get enough food, 
living space, or money. They want to go 
home, but can’t unless lost territory is 
regained. So they remain and cause the 
area’s No. 1 problem—overcrowding. 


NEW HIGH IN BUYING POWER..P. 38 
Savings, just in bank accounts and U.S. 
bonds, total $127,000,000,000, the most 
in history. Who owns these savings is re- 
vealed in a new study by the Federal 
Reserve Board. There are timely clues 
to market trends, new shifts in buying 
power of people in different income 
groups, occupations. 
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Since telephone operators were boys... 


ACK in the early ’80’s, when central office 
B switchboards were manned by boy opera- 
tors, Western Electric became the manufacturing 
unit of the infant Bell Telephone System. This 
has made sure of a source of good equipment, 
the kind required to provide dependable and 


economical telephone service. 
Experience has proved the value of this to 
the public. For the Bell System network has 


MANUFACTURER PURCHASER DISTRIBUTOR 


of telephone apparatus for of supplies for Bell 
the Bell System, Telephone companies ratus and supplies. 


grown vastly complex, yet its billions of parts— 
old and new—work perfectly together. 


@As the Bell System network increases, it will con- 
tinue to provide fine service largely because of the 
unified way Bell scientists design, Western Electric 
people produce, and telephone company people 
operate the equipment —a triple-action w ith one aim: 


good telephone service for you ata reasonable price. 


INSTALLER 


of Bell telephone appa of Bell System central 
office equipment 


A UNIT OF THE BELL SYSTEM SINCE 1882 





COAL helps keep Washington CLEAN! 














Think of the nation’s capital—and you visualize the spar- 
kling beauty of one of the world’s cleanest cities. So it may 
be surprising to learn that all government buildings in Wash- 
ington are heated from coal-burning central plants like the 
new West Central Heating Plant shown above. 

In this new structure two giant coal-burning steam boilers 
are putting out 220,000 pounds of steam per hour—drawing 
on a coal supply automatically fed from the 15,000-ton coal 
storage yard in the foreground. 

Back of modern plants like these are equally modern mines, 
preparation plants, and amazingly specialized mining ma- 
chinery. They’re all the result of a long-range, many-million- 
dollar mechanization program which America’s progressive 
bituminous coal industry undertook long before World War II. 

Because the men who run America’s efficient mines have 
matched the progressive spirit of modern industry by promot- 
ing new mining methods, the bituminous coal industry is 
geared to meet all demands for this basic industrial fuel. 
Today’s prepared coal represents real economy—in more heat 
per ton, more efficient returns from coal-burning equipment. 


Federal Works Agency Photo 


Modernizing America’s bituminous coal 
mines has meant replacing “pick-and-shovel” 
mining with machines. Today more than 91% 
of production is mechanically cut and 60% is 
mechanically loaded. And among new prep- 
aration plants now under construction is one 
designed to wash and grade coal at a record 
rate of 2,000 tons an hour. 

Largely as a result of this modernization, 
the American miner’s average daily output is 
five times greater than that of the British 
miner—and the American miner’s take-home 
pay is higher than that paid by any other 
major American industry. 


BITUMINOUS as COAL 


BITUMINOUS COAL INSTITUTE 
A DEPARTMENT OF NATIONAL COAL ASSOCIATION 


WASHINGTON, D. C. 


BITUMINOUS COAL...LIGHTS THE WAY...FUELS THE FIRES...POWERS THE PROGRESS OF AMERICA 
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Flurry over "5 per centers," over arms contracts, over deep freezers is 
just a surface flurry, just giving a glimpse into a big problem. 

It's a problem of how to run a Government as big as this one efficiently, 
how to avoid waste, maybe graft, favortism in spending $46,000,000,000. 

A nod from the right person can mean millions in profit for somebody. 

The right contact and maybe $1,000 can be run into a $35,000,000 loan. 

A little inside work and maybe your gadget will sell, others will not. 

Knowing the right official at the right time on occasion can turn a firm that 
is on the rocks into one with a drawing account on the Treasury. 

To the financial group that can lay the right lines there's to be a very 
profitable $100,000,000 business to be had on good terms. 

Government today has the really big money to spend, the really big favors 
to give, favors of all kinds: loans, surplus property, contracts of-all sizes, 
real estate, all kinds of rights to do all kinds of things. And Government, 
on the inside, runs something like a college fraternity. The boys who know the 
grip get the favors. A telephone call from the right person can do a lot. 

That's why it pays in doing business with Government to know the right per- 
son. That's why there are "5 per centers" and contact men. 











Trend is toward making the U.S. Treasury a gigantic grab bag. _ 

Veterans, farmers, old people, disabled, poor, turn to Government to give 
them the things they want. Politicians, needing votes, try to oblige. 

Britain, hard up, looks to U.S., not to itself, for help. 

Outside world, needing arms, expects U.S. to give them free; isn't ready to 
tighten its own belt to assure the means for simple protection. 

A Congressman, measuring his success or failure, totes up the dollars he 
was able to wangle for his State or district. He doesn't try to appraise the 
degree of statesmanship in his votes and his efforts. 

Businessmen, objecting to high taxes, aren't above putting on the heat to 
get some public works for their community or to force a spending program. 

All the pressure is on the side of more and more spending. 














What it's adding up to, as time wears on, is this: 

Big Government, already unmanageable, is to go on growing bigger. 

Business, needing Government orders, will be forced to find ways to make 
more and more contacts, to get further and further inside the machinery. 

Favoritism almost inevitably will grow. Politicians need money. 

Scandals will break out now and then. They'll cause some scurrying for 
cover on a temporary basis. There are leaks in spending $46,000,000,000. 

Influence business is going to grow, not decline. After all, somebody has 
to make it his business to find his way around a bureaucracy with more than 
2,000,000 employes, including a key few, hidden here and there, who can decide 
where business goes and on what terms. It pays to know the right people. 








Long-run trend, as result of pressures, is toward inflation. 
Spending seems more popular with voters than economy. Spending trend of 
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NEWSGRAM--TOMORROW-- (Continued) 






Government, upward in boom times, can hardly be reversed sharply in bad times. 
Control of billions and their flow gives immense political power to the 

party in office. There is a chance to build a political base hard to shake. 

Very practical politicians are in control of the big spending of this period. 
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In the more immediate, more personally practical outlook: 

Business gives signs that it is bumping along the bottom now. 

People are buying freely. Businessmen, who've held back, will be forced 
soon to start rebuilding stocks. This has been an inventory setback, largely. 

Credit is abundant, terms favorable. Mortgage credit is going to be made 
even easier either this year or early next when Congress acts. 

Farm prices, basic ones, are to be supported at 90 per cent on 1950 crops. 

Stock market is a bit better. Equity markets, kicked around for nearly 20 j 
years, are getting a few kind words from Government now. It's doubtful, this 
time, that the stock market will get kicked in the teeth if it does get a lit- 
tle more active. Idea is percolating that maybe private capitalism can offer 
something, that maybe Government investment isn't everything. 

















Automobile sales are holding high. Autos, normally, would be off now. 

Auto market is to be tapped by more utility models, by trend on part of 
producers to bring out cars priced just above the low-price field. 

Model changes this year will be staggered. New models, of most makes in- 
cluding lower priced, will offer automatic transmissions, optionally. 

Car prices will be cut moderately if demand should lag. Lower prices, not 
higher prices, are coming when and if a change is made. Cuts will be small. 

Model changes will be small, not drastic, this year. There'll be little in 
the way of body changes. Automatic transmission will be pushed. 




















Britain, coming to U.S. for more help in September, will be disappointed. 

What Britain wants is U.S. agreement to buy Empire products in fixed 
amounts, at fixed and high prices, a bigger slice of Marshall Plan dollars, an 
agreement by U.S. to raise the price of gold. 

What Britain will get is advice, quite a bit of it. 

What U.S. is prepared to advise is this: It is time to reduce the value of 
the British pound by 20 per cent, at least. It's time, too, to cut down on in-— 
ternal spending for social services, to cut out the trend toward trade deals 
with individual countries abroad. It is time, too, to cut down on labor costs 
in one way or another. More self-help would be a good thing. 

British officials will need to talk fast to get much more out of U.S. in 
the present mood of its policy-setting officials. Things Britain wants, too, 
will take an act of Congress, and Congress isn't inclined to give much more. 








In U.S. planning for the next war: 

China is crossed off. Japan, other Pacific Islands are Pacific outposts. 

Britain is regarded as a big air base, a jumping-off place. 

France is to provide the army on the Continent. French Army didn't do so 
well against Germans, but U.S. expects to help rebuild it, with lend-lease. 

Actually, if the truth be known, U.S. military view is that Germany can 
offer the one really effective land army in Western Europe. Germans, if lined 
up with the West, could have the most to fight for, the least dissension. That's 
the military opinion, which remains a bit skeptical of France. 

Lend-lease, in reality, is designed more as a morale builder than as a 
builder of armies that could stand effectively against the Russians. 








Congress, with a big work load ahead, can't get away before October l. 

Lend-lease, minimum wage, reciprocal trade, farm controls, mortgage-credit 
easing, appropriations are among issues still to be disposed of. 

If Congress wants to scratch around for scandals, it can stay a long time. 








U. S. NEWS & WORLD REFORT 


(No part of this or any other page may be reproduced without written permission) 





+hOw Go-Genlers Get ong 











I. Some start by mapping work out in detail. 
That's easier when vou go Pullman. Just buzz 





for your porter . ts and he'll bring a table that 2. Many prefer to relax first and relieve mental tension. 
; you can work on in privacy and comfort. The Pullman lounge is just the place for settling tired 
5 nerves. Here pleasant conversation and pleasant refresh 
é ; ae ments pul you at ease... quickly. 











3. Most consider a good night’s sleep the right 
approach to a problem. A good night's sleep is 
exactly what you get in that soft, comfortable 
Pullman bed. Just settle down in those crisp, 
cool linens and you won’t want to settle for 





anything less than a full 8 hours. 
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re Visit the Chicogo Railroad Fair in '49, open through 4, All get going right when they go Pullman! You travel 
= October 2nd. Don't miss the Pullman Exhibit! . : . : ws f 

4 safely—you arrive safely right in the center of town. con- 
venient to everything. You get there on time... relaxed, 
. rested. ready. To get going right, go Pullman every time. 

Ls , ° 

I It’s good business to - ? Lil 





THE SAFEST, MOST COMFORTABLE WAY TO GET THERE! 


© 1949, THE PULLMAN COMPANY 




















50 YOU THINK 
YOURE INSURED... 


“Customers get rash from clothes 
impregnated during laundering. 
Laundry owner has General Liability 
insurance, but not Products Liability 
coverage. He thought he wasinsured. 
His loss—$3460.” 


Don’t Take a Loss 


29 different gaps in coverage can cost 
you money! Don’t risk a loss by thinking 
you’re fully insured. Know you have full 
insurance protection. Be safe, not sorry. 


See your AMICO agent for ail casualty, 
property insurance and bonds. AMICO 
is a strong legal reserve company paying 
dividends to policyholders. 


Write for AMICO’S 
valuable new booklet, 
29Gapsin Your Bridge 
to Security, today. It 
may save you money! “SS 





AMERICAN Motorists INSURANCE COMPANY 
4760 Sheridan Road | k 
Chicago 40, Illinois 

Please mail me my FREE copy of 29 Gaps in | 
Your Bridge to Security. i 
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—___The March of the News ___ 


ASHINGTON’S BEST SHOWS, season in 
Wing season out, are those put on by 
committees of Congress when they de- 
cide to investigate somebody or some- 
thing. Last week, the 1949 season was at 
its peak. Investigations were under way 
in half a dozen committee rooms on Cap- 
itol Hill. Others were in the wings, wait- 
ing to go on. 

Washington was caught in the dog 
days of August heat, and curious specta- 
tors jammed the air-cooled committee 
rooms as if they were air-cooled theaters. 
Congressmen were asking pointed—and 
frequently embarrassing—questions about 
Communists, about the Air Force’s B-36 
bombers, about military aid for Europe. 
Mostly, they were asking about men who 
claim they can open paths that lead to 
Government contracts, for a fee. 

The influence brokers—“5 per centers” 
in Washington terminology—held the big- 
gest spotlight of the week. While Sena- 
tors and onlookers listened with rapt at- 
tention, committee lawyers read aloud 
from personal diaries and the private mail 
of men who apparently put a dollar value 
on the fact that they “knew somebody.” 

The hearing brought out stories of lit- 
tle-known financial deals by little-known 
men that led through the byways of Gov- 
ernment. Some of them led to the White 
House. The names of Maj. Gen. Harry 
Vaughan, President Truman’s military 
aide, and ‘of people who claimed his 
friendship kept popping into the record. 

What the Senators wanted to know was 
whether friendship and influence really 
were for sale in Washington, whether a 
man who knew the right people could put 
his clients in preferential position for 
Government favors. No outsider knew the 
answer for certain. But one thing had be- 
come apparent to everybody: A lot of 
people, looking for Government business, 
were convinced that dealing with the in- 


fluence brokers was a good investment. 
Whether the “5 per centers” actually ac. 
complished anything or not, there was 
ample evidence that some of them had 
all the business they could handle. 


N AIR SHOW meanwhile, was in full 
A swing on the other side of the Cap. 
itol. A House committee was working its 
way through a welter of statistics and 
technical terms trying to find a simple 
answer to a simple question: Why had 
the giant B-36 bomber, once all but dis. 
carded, suddenly become the star weap. 
on in America’s first line of defense? 

The story was introduced, for the most 
part, by the Air Force officers who helped 
the B-36 make its recovery. Bit by bit, 
the committee brought out the facts. For 
years the flight generals were undecided 
about the value of the B-36. Rather sud- 
denly last June they decided unanimously 
it was America’s best weapon. The Gov- 
ernment put aside $172,949,000 to buy 
more of the big bombers. At the same 
time is charged off as lost $44,300,000 
to settle claims on canceled contracts for 
other aircraft. 

Almost overlooked was one hint that 
the B-36 might become obsolete at the 
very height of its prominence. A myste- 


rious jet bomber is in the testing stage | 


now. It probably will be in mass produc- 
tion in the early 1950s. , 


HILE INVESTIGATORS were attracting 

most of Washington’s attention, Pres- 
ident Truman was busy at a task he en- 
joys—playing host. Smiling broadly, the 
President greeted Philippine President 
Elpidio Quirino and pledged him “all 
feasible assistance” against Communists. 
Friendly as the remark was, it did not 
mean that the U. S. was yet ready to join 
a Pacific Union patterned on the North 
Atlantic Pact. 





PRESIDENTS QUIRINO & TRUMAN 





—Harris & Ewing 


... a smiling host, a cryptic remark 
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MEAT makes the most 


of America’s Food Resources 





Grass from nearly one billion acres of Millions of tons of cultivated hay crops Millions of tons of commercial by-prod- 
otherwise unproductive range land—ap- and soil-building legumes harvested each ucts such as wheat mill feeds, oilseed 


proximately one-half of our total land area. 
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Approximately one-half of the country’s 
enormous corn, and a sizable share of 
other feed grain crops such as oats and 
sorghums. 








Hogs Cattle 






year from periodically rotated cropland. 


Headquarters, Chicago 2 


cake and meal, tankage and sugar beet pulp. 





Surplus and off-condition food grains 
when available, and surpluses of many 
other food crops over and above human 
needs. 
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Sheep and Lambs 


MEAT 


Livestock growing helps the nation as a whole through restora- 
tion of the soil, by utilizing vast areas of land that would other- 
wise produce no food crops, and by converting products that 
would otherwise go to waste, into food for people. 

The meat packing companies that turn the farmer’s animals 
into meat also make the best use of the animal by-products. 
This is one of the reasons that meat moves from farm to table 


at a lower service cost than almost any food. 


AMERICAN MEAT INSTITUTE 
Members throughout the U. S. 






































/ Paul and Peg—their children, too—were feeling rather 

e low, till Paul exclaimed: “I’ve got a plan. Let’s pack 
our bags and go to friendly Hotel Statler for a weekend 
free from worry!” “Stop talking, Pop,”’ exclaimed the 
twins, “start packing now! Let’s hurry!” 


























A sound night’s sleep on Statler’s bed restored their 
e zip and zest. But having breakfast in their room was 
what they liked the best. “Just think,”’ said Peg, “no 
rush, no muss, no household chores for me!” “Stop 
eating, Pop,” said both the twins, “‘we’ve got a lot to see!” 











HOTEL STATLER 
i 8 a Eeckinatie see) 

















3 They saw the town, and shopped a bit, and had a lot of 
e fun. “There is no question,” Paul proclaimed, “‘you 
always get more done when staying at the Statler, for 
it’s in the heart of town.”’ “Oh, come on, Daddy,” cried 


‘ 


the twins, “you're always slowing down!” 








A children’s menu for the twins delighted them at 
4, dinner. While Paul said, “Peg, I ate so much I’m sure 
I won’t get thinner. At cooking food to taste its best, 
these chefs sure know the score.” “You're so right, 
Father,” said the twins, “but, may we have some more?” 























Said Paul to Peg: ‘“‘We’ll see a show, and dance till 
e dawn begins; at Statler, we can always get a sitter for 


the twins. That makes a Statler weekend tops . . . the 
perfect family treat!’ “Get going, Daddy,” called the 
twins, “don’t dance on Mommy’s feet!” 
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STATLER HOTELS: NEW YORK (FORMERLY HOTEL PENNSYLVANIA) 
BOSTON BUFFALO CLEVELAND 
DETROIT + ST, LOUIS WASHINGTON 
STATLER OPERATED HOTEL WILLIAM PENN + PITTSBURGH 
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eir _ Business gloom is breaking up 
a bit. Signs show through, here 
and there, that the worst of the 
1949 slump is over. 

Some lines are tending to move 
up again. Demand stays good. 
Stocks on hand are thinned out. 
A production rise is ahead. 

As experts see it, barring up- 
sets: Business may hold on where 
it is for now, then start a rise that 
will carry into 1950. 





|! 


- Business is leveling off after the de- 
clines of recent months. Here and 
there things are picking up a bit. A 
few lines still are edging lower. The 
net result is a stability that is fixing 
the base for a rise to start later in 1949 
and to carry through the first half of 
t 1950 at least. 

e€ Gloom is giving way to restrained opti- 
a mism among careful appraisers of the 
3 business outlook. Telltale signs show that 
be goods often are being sold faster than they 
are being produced. Building activity is 
holding high. In one field after 
another, industries that had cut back 
sharply are finding it necessary to 
recall workers, step up output. Em- 
ployment is better than expected. A 
surge of cash spending by Govern- 
ment lies ahead. 

Setback this year has been sharp 
and fairly deep. Volume of output 
is off more than one sixth. Prices of 
many raw materials had drastic de- 
i clines. Business buying was cut 

severely. There have been pressures 
that could have started a spiral 
downward to real depression. Yet 
the spiral is not developing. 
What is showing in the fig- 
ures and in actual business develop- 
+ ments explains why it is that opti- 
mism is beginning to take over from 
pessimism both among outlook ap- 
praisers and among businessmen. 

Output of goods has fallen 

sharply. As the chart on this page 
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shows, production in 1948 was more 
than 50 per cent above prewar 1940. 
It is down now to a level only 31 per 
cent above 1940. Cuts in textiles, in ma- 
chinery, in household appliances, in 
some other lines have been drastic. 
There are signs of a turn for the better. 
Orders are rising in some lines where 
they had been declining. Manufacturers 
here and there are forced to recall work- 
ers. By late 1949 the production trend 
promises to be slowly upward—not back 
to old highs, but in that direction. 

Demand for goods, in fact, has held 
high all through this adjustment period. 
People actually bought as many goods, 
if not more, in the first half of 1949 when 
production was declining as they did in 
the 1948 boom period. Goods were sold 
at retail at a dollar rate of about $127,- 
300,000,000. That annual rate of spend- 
ing was only $5,000,000,000 below the 
postwar peak. Price declines account for 
most or all of that over-all decline. People 
themselves remain in a spending mood. 
At the same time they are buying more 
of some things, less of others. 

Personal incomes, to support spend- 
ing, are holding at a high level. Personal 
incomes of individuals in the first half of 
this year were at a rate less than $5,000,- 
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BUSINESS LEVELING OUT NOW 
FOR UPTURN EARLY IN 1950 


Reported from CHICAGO, DETROIT and WASHINGTON 


000,000 lower than a year before. In- 
come, after taxes, left individuals with 
nearly as much to spend as they had last 
year. Their so-called “disposable income” 
was at a rate of $193,700,000,000. In 
1940, it was at a rate of $75,700,000,000. 
People, in other words, still have income 
to spend on a vast scale and that income 
is not being reduced greatly. Farmers 
have a little less to spend. Unemployed 
have less. Many other groups have more. 

Inventories of goods often have been 
reduced quite sharply. A vear ago, in- 
ventories were* rising at the rate of 
$9,000,000,000 a year. Now they are de- 
clining at a rate of $2,000,000,000 a year. 
This shift from buying to enlarge inven- 
tories to actual liquidation of inventories 
accounts for a large measure of the down- 
ward adjustment in industrial activity. 

What it all means, as the economic ap- 
praisers see it, is that the recession of 
1949 is turning out to be largely a busi- 
nessmen’s recession. Business has reduced 
its buying. It has made sharp cuts in 
spending for new plant and equipment. 
Its attitude is one of great caution, wait- 
ing for better buys or for a climax to the 
first postwar deflation. Individual con- 
sumers, on the other hand, have gone 
ahead. spending freely. They have 
bought a record number of new 
automobiles. They have bought 
more clothing, more of many things 
that industry is producing. 

The result is that the downturn 
bumped to at least a temporary halt 
in July. In August, business is a 
little better in many _lines—not 
much, but some. There are signs 
that activity will hold around pres- 
ent levels for a few months before 
turning upward. A steel strike, if 
one should come, would provide a 
temporary jolt. So would a coal 
strike. If Britain should run into a 
well-advertised crisis, that might 
upset things a little. 

Looking ahead, though, pres- 
sures on the side of recovery give 
signs of being greater than the pres- 
sures for more decline in most 
major fields of activity. 

Production, in its next sustained 
move, is to rise moderately. Many 
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types of goods have been sold _ faster 
than they have been produced. In the 
big textile industry, consumption has run 
ahead of production for a vear or more. 
Inventories of refrigerators, of some 
kinds of machinery, of some types of 
steel, of many things are low relative to 
current demand. Businessmen are to con- 
tinue to be cautious, but the level of 
orders is tending to rise, not decline fur- 
ther. A rise is to be forced by dwindling 
stocks of goods on hand. 

Automobile demand is to break all 
records in 1949. The decline in demand 
that had been expected at this time has 
not yet appeared. Ideas of potential de- 
mand for new cars at the prevailing level 
of price are being revised within the in- 
dustry and by Government appraisers. 


Installment-credit terms are being made 
easier. The industry is putting more stress 
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on economy models. The opinion is ex- 
pressed that for automobiles 1950 may be 
as good, or almost as good, as 1949. 

New construction is in a gradually 
rising trend after slowing earlier in 1949. 
Public-works spending is upward. Public 
housing will be on a rising scale begin- 
ning in 1950. Better credit terms for pri- 
vate builders are to be provided as a re- 
sult of action planned in Congress. Credit 
guarantees for private builders this year 
or next easily could underwrite a new 
boom in house construction. 

Spending by Government is to rise 
sharply, too. A record volume of peace- 
time dollars will flow to individuals dur- 
ing the year ahead; a record flow of 
peacetime orders will go to industry from 
Government. Veterans get a windfall of 
nearly $3,000,000,000 in first half, 1950. 
What all this means is that the reces- 
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sion is running into resistance. It is pic. 
tured as bumping against the fact that 
people have money and are willing t 
spend it. Their spending, at this time, is 
at a rate that causes many _ industrial 
products to move into consumption faster 
than they now are being produced. As 
business is forced to step up its buying # 
to replace goods sold and to build inven-§ 
tories to care for expected demands, then i 
the volume of industrial activity will bell 
expected to rise gradually. A slow, hesi-@ 
tant rise is being predicted for the fourth 
quarter of this year. The ‘rise, once 
started, is likely to gain headway in thei 
first half of next year. 
Trends are not all to be upward 
however. There will be  crosscurrents 
within industries and among industries 
Prices, for example, will continue t 
ease off slowly, even after business activ- 
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ity picks up. Farm prices face further 
declines in spite of price supports. Farm 
commodities are the most important of 
industrial raw materials. A _ declining 
trend in raw-material prices is expected 
gradually to show up in the price of fin- 
ished goods. Industry, too, will be pass- 
ing on some part of production gains due 
to greater efficiency. A slowly declining 
trend in prices can go along with rising 
business activity. 

Farmer income, already substantially 
lower than it was, is expected by the 
Government forecasters to decline still 
more. Farmers, even so, will enjoy in- 
comes that assure them a living standard 
much above prewar standards. Farm buy- 
ing will be on a big scale. 

Unemployment may go on rising 
moderately. A pool of unemployed is to 
be left behind when recovery does get 
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under way. It will reflect the pressure on 
industry to economize in the use of labor 
owing to the high and rising hourly rates 
of pay. Unemployment involving between 
3,000,000 and 4,000,000 workers is be- 
ginning to be referred to as a normal 
“float” to be expected even in good times, 
now that the labor force is as large 
as it is and wage rates as high as they 
are. 

Once businessmen become convinced 
that business has hit bottom and may 
face improvement, a potent factor on the 
side of recovery can come gradually into 


play again in the use of huge bank re- 


serves for the expansion of credit. 

Money supply remains immense at 
this stage in the recession. Money that 
is in currency and checking accounts 
now exceeds $107,000,000,000. Bank 
reserves are very large and expanding. 
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These reserves can serve as the _ basis 
for expansion of bank credit. Interest 
rates are low, and declining moderately. 
Bank loans to have declined. 
Credit use, except in the mortgage field, 
is small by almost any past standards 
of measurement. 

A turn upward in the business cycle, 
in the period ahead, can be accompanied 
by a gradual expansion in the private use 
of credit. If Government convinces busi- 
nessmen and bankers that tax policies will 
not be punitive and that initiative will be 
permitted to have its reward, the next 
period of prosperity could be underwrit- 
ten by a broad expansion in the private 
use of credit. 

Recovery, once it does get started, may 
be prolonged if credit expansion is gen- 
erated. It’s that type of recovery that the 
country may be moving toward. 
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WORLD PLAN TO SHARE THE GOLD 


Reported from WASHINGTON and LONDON 


Europe wants to get a gold 
filling to cure its dollar shortage. 
Plan, now suggested, looks sim- 
ple and painless on paper: 

Idea is to raise gold to $55 an 
ounce. U.S., with most of the 
gold, then would have a big 
bookkeeping profit in dollars, 
could finance more aid to Europe, 
maybe balance the budget. 

But U.S. is slow to go along. 
It takes Congress to raise the 
price of gold, and Congress isn’‘t 
interested so far. 


Gold is figuring once again in the 
plans that are being shaped to help 
the world. It is to gold that planners 
turn when they look for a magic for- 
mula that will cure the world’s finan- 
cial troubles without pain. 

This time the idea for tinkering with 
gold comes from Africa and Europe. 
South Africans looking for ways to earn 
more dollars suggested raising the price 
of gold from $35 an ounce to $55 an 
ounce. In London and Paris, too, where 
a search likewise is on for dollars, this 
sounded like a good idea. Mark up: the 
price of gold and, presto, there could be 
billions of added dollars in both U. S. and 
Europe. Shortages would disappear. 
There would be no problem. 

A catch turns out to be that the idea 
for increasing the gold price has not 
sparked official interest in U.S. The 
U.S. Treasury is adamant in opposition. 
It would take an act of Congress to raise 
the price of gold. Congress is not now 
interested. Even so, financial experts from 
Europe, to come to Washington in Sep- 
tember, are ready to suggest that some- 
thing be done about gold. 

Why gold is bobbing up in the search 
for a painless way to solve problems of 
finance can be understood from a few 
figures. The idea itself traces back to U. S. 
experience in 1934, when U. S. did raise 
the price of gold. 

In 1933, gold was priced at $20.67 
an ounce. The Treasury at that time 
started to buy the metal at rising prices. 
The idea was that, if the price of gold 
were raised, since gold was a monetary 
standard, other prices would rise, too, and 
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deflation would be checked. In January, 
1934, the price was pegged and stabilized 
at $35 an ounce. What that operation 
meant is shown in the chart on this page. 

Before the price increase, U. S. owned 
$4,000,000,000 worth of gold. 

After the markup, the gold stockpile 
immediately was worth $6,800,000,000. 

Profit from this simple operation was 
$2,800,000,000, realized overnight. This 
profit was used in two ways. Of the total, 
$800,000,000 was used to meet ordinary 
expenses of Government. The remaining 
$2,000,000,000. went into a fund to be 
used to bolster other currencies. In 1946, 
there remained $1,800,000,000 in the 
Stabilization Fund and this was used as 
part of the U.S. capital contribution to 
the new International Monetary Fund. 

The stockpile of gold accumulated by 
U.S. and buried at Fort Knox, Ky., has 
grown steadily over the years since 1934. 
That stockpile now represents three 
fourths of all of the gold owned by gov- 
ernments throughout the world. 

Now, 15 years after the first revalu- 
ation of gold, it is suggested that U.S. 


mark up the price again. What that would 
mean is this: 

Before any price rise, this country 
holds gold worth $24,600,000,000 at $35 
to the ounce. All other governments !iold 
$9,000,000,000 worth. 

After a markup in price to $55 an 
ounce, the U.S. stockpile immediately 
would be worth $38,600,000,000. The 
foreign stockpile would be worth $/4,- 
000,000,000. 

Profit to U.S. would be $14,000,000,- 
000, and to other countries would be 
$5,000,000,000. It is that profit on which 
the planners have their eye. 

With its billions of windfall dollars, 
U.S., according to the plans, would be 
expected to do a number of things: 

Stabilize currencies. A few billions 
would be set aside in a fund to bulwark 
foreign currencies. If a nation were un- 
able to pay its bills and found its cur- 
rency in trouble, the dollar fund would be 
drawn against to relieve the pressure. 
There would be gold for the creditor, 
and then the creditor could exchange the 
gold for goods and services in U.S. Cur- 


The Gold Act of 1934 
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THE VALUE OF OTHER CURRENCIES 
AND FOR GENERAL PURPOSES 
OF U.S. GOVERNMENT 
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rencies, under the plan, are to be reval- 
ued before any stabilization fund is set up. 

Increase aid. The assumption is that 
the United States, enjoying a large profit 
from increasing the price of gold, would 
be more liberal in extending aid abroad. 
It might be possible then to restore funds 
cut from the Marshall Plan and to give 
more arms. 

Pay bills. Profits that might be left 
over once a stabilization fund was estab- 
lished, and after aid was increased, might 
be used to pay current bills of the U. S. 
Government, now operating in the red. 

There is a hint, too, that U.S. might 
find gold revaluation helpful in combat- 
ing deflation. The idea is offered as one 
that would relieve pressure on farm-prod- 
uct prices and produce a general trend 
toward inflation and away from deflation. 
Not only would there be a profit, but the 
recession could be ended. 

Other nations can see a number of 
advantages for themselves growing from 
an increase in the price of gold. 

Newly mined gold, for example, 
then would be worth $20 more an ounce. 
Of the world’s newly mined gold, 90 per 
cent is produced outside this country. 
Gold production last year was worth 
$767,000,000 at $35 to the ounce. At $55, 
the value would have been $1,200,000,- 
000. A higher price leads to increased 
production. At the 1940 rate of gold 
production, gold output would be worth 


$2,200,000,000. That much gold would 
be available for exchange for U. S. goods 
and services. The gold then would go to 
Fort Knox for storing. 

Stockpiles abroad automatically 
would be worth $5,000,000,000 more. 
Part or all of that profit might be avail- 
able for exchange into American prod- 
ucts: The British Empire could take a 
profit- of about $1,000,000,000. Latin- 
American nations might then have $800,- 
000,000 more to spend in U.S. France 
could probably attract part of the exist- 
ing gold hoard of $3,000,000,000 out of 
the hands of its people for use in buying 
things that American industry has to 
offer. 

Goods for gold is regarded by other 
nations as a fair exchange. Nations abroad 
for 15 years have been shipping this 
country gold in exchange for goods. The 
gold then goes into storage here, while 
the countries shipping the gold enjoy the 
goods. A sharp increase in the price of 
gold would permit other countries to ac- 
quire a proportionate increase in the vol- 
ume of U. S. goods they can get for gold, 
so long as prices in the United States did 
not rise. 

American officials look with extreme 
disfavor upon this idea for a gold-price 
rise, which has been simmering abroad 
for more than a year. The idea still does 
not have the official backing of the British 
and French governments, although offi- 
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cials of both have advocated it in public. 
Ernest Bevin, Britain’s Foreign Minister, 
is one of its strong supporters. Dr. Nich- 
olas C. Havenga, Finance Minister of the 
Union of South Africa, is the foremost 
proponent of the plan. So far, the Inter- 
national Monetary Fund has given it no 
support. 

U. S. official attitude toward the 
plan for increasing the price of gold to 
$55 an ounce is this: 

It's a scheme to drain off more U.S. 
resources, more American labor in ex- 
change for gold that is not needed and 
has no particular immediate value. 

Gold’s function is to provide a stable 
base for currencies, not to become a reg- 
ular commodity in the market place. To 
treat gold as a commodity, with a price 
that rises and falls like other prices, 
threatens to destroy the metal’s function. 
If other nations press that view, the 
United States might question the de- 
sirability of buying all of the gold of- 
fered. In that case the price could fall 
much below $35. 

Gold prices, officials insist, are not 
unreasonably léw at $35 to the ounce. 
Black-market premium prices are not real 
prices and can be broken at will by this 
Government through the simple expedi- 
ent of selling some gold. They contend 
that gold producers should not expect a 
return to the abnormally favorable con- 
ditions of the 1930s, when the depres- 
sion cut production costs and the U.S. 
gold price was raised. 

The view is expressed by men who 
make U.S. policy that what the world 
needs is a devaluation of the British 
pound sterling and a revision of values of 
other of the world’s currencies in relation 
to the dollar, not the artificial stimulus 
of a cheapening of the dollar in relation 
to gold. 

Both Britain and South Africa, some 
officials say, instead of looking to U.S. 
to give them more dollars for their gold, 
should increase their own gold price in 
pounds, with no increase in the U.S. 
price of gold. If this were done, South 
Africa could recover the extra price she 
paid her producers for new gold by sell- 
ing that gold to Britain at Britain’s high- 
er price. With this premium in pounds 
sterling, South Africa then might be able 
to buy goods more cheaply from Britain 
than from U.S. And Britain, for her 
part, would get extra gold that could be 
used to buy what she needs from U.S. 

Money magic of the kind involved 
in the gold-markup scheme looks too 
much like another U.S. gift in disguise 
to make any appeal either to officials or 
to members of Congress. Instead, they 
insist foreign planners take another look 
at devaluation. If any magic is to be per- 
formed, they want the foreign govern- 
ments themselves to do some giving. 
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Bigger: Crops and Farm Problem 


Congress Prepares Controls to Prop Prices 


Farm problem is getting bigger. 
U. S. is unable to eat up, sell or 
give away all the food being 
produced. 

Wheat is in surplus now. So 
are corn and cotton. Hogs are 
getting there. Old days of super- 
abundance are returning. 

Congress is getting set to step 
in, try to ward off a farm slump. 
For many farmers it means a re- 
turn to Government controls. 


Scarcity of the war and early post- 
war years is replaced by superabun- 
dance of farm products, With super- 
abundance is coming the old farm 
problem, bigger and more difficult 
than ever. 

Farmers, with less help but more ma- 
chinery and new techniques, are turning 
out 40 per cent more food and fiber than 
before the war. People in U.S. are eat- 
ing more and wearing more than ever be- 
fore. Farm products are being given away 
on a big scale through Marshall Plan aid 
to foreign nations. 

Yet supplies pile up. The accompany- 
ing chart gives you a glimpse of what is 
happening in three products—corn, wheat 
and cotton. A prospective corn crop. of 
3,538,000,000 bushels is to be the second 
largest in history, though it is being 
grown on the third smallest acreage in 
more than 50 years. 

Formula for farms. In view of these 
mounting supplies, the problem now is, 
what to do? Congress, revising the farm 
price-support laws, is about to come up 
with its answer. The goal, with an elec- 
tion scheduled for 1950, is to keep farm- 
product prices and farm income from 
declining far. The formula now devised 
for accomplishing that goal involves a 
combination of controls, incentives and 
penalties. In general, the formula ap- 
pears to be headed for acceptance by 
Congress before the 1949 session is ended. 

The way it’s to work will vary, crop by 
crop. For city people, buying food, the 
formula is designed to assure a stable 
price level, not far below the present one. 
For farmers, it is intended to assure a 
stable income, not much lower than now. 
A few examples show what is in the 
wind. 
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Corn offers one major example. If 
Congress agrees, as expected, Midwest- 
ern corn grower—living in the section 
known as the “commercial corn area”— 
will get a chance to have Government 
guarantee him a price on his 1950 crop 
at 90 per cent of “parity,” or about the 
same price he receives now. But, to get 
an assurance of price support at this lev- 
el, he will have to do several things. 

This autumn, between November 15 
and December 5, he will vote on whether 
Government controls are to be applied to 
the 1950 crop of corn. If two thirds of 
the producers in the Midwestern corn 


vr “—Harris & Ewing 
SECRETARY BRANNAN 
. .. controls, incentives, penalties 


area approve, the controls will be placed 
in effect by the Secretary of Agriculture. 
In the event that fewer than two thirds 
approve, the controls will not be used. In 
that event, however, the rate of the loan 
on the 1950 corn crop will be only 50 
per cent of parity, instead of 90 per cent— 
which might cause the price of corn to 
fall to little more than half what it is 
now. Such a prospect is expected to exert 
a powerful -leverage on the farmers 
toward voting in favor of controls. 

Next spring, if the controls have been 
approved, the individual farmer will be 
told how many acres of corn he can plant, 
in order to have the rights and privileges 
of a “co-operator.” 

In the autumn of 1950, when the 
corn crop is produced, the farmer who 








has co-operated by staying within ‘his 
allotted acreage will be free to do what 
he pleases with his corn. He can sell it, 
feed it to his livestock, or store part or 
all of it under seal. If he stores his corn, 
he can get a Government loan at the full 
rate of 90 per cent of parity. 

The farmer who has overplanted, how- 
ever, will be subject to certain penalties, 
He must either store the product of his 
excess acres without a loan, or deliver it 
to the Government, or pay a cash penalty 
amounting to half the loan rate. If he 
chooses to store his excess corn, he will 
have an opportunity in the following year 
to cut his plantings below his allotted 
acreage by the number he overplanted 
before. Then he will be permitted, with- 
out further penalty, to market or feed the 
excess corn he had stored. 

Corn farmers outside the Midwest 
will not be subject to these controls, but 
they will be able to get loans on their 
corn at a rate only 75 per cent as high 
as those in the Midwest. 

All this machinery of price support, 
loans, allotments and quotas for corn is 
to go into operation in any year when the 
supply of corn is 20 per cent or more 
above “normal.” The present crop, added 
to the corn carried over from last year, 
apparently will give a supply about 200,- 
000,000 bushels above the level calling 
for quotas. Under the law being framed, 
a vote on use of quotas for corn then will 
be inevitable this autumn. Such drastic 
control measures never before have been 
applied to corn growing in U. S. 

Other major crops are to get simi- 
lar price protection and will be subject 
to similar controls, under the bill being 
shaped in Congress. 

Wheat is to be treated much like corn, 
except that the wheat plan is to be ap- 
plied nationally, with no separate “com- 
mercial wheat area.” For the 1950 crop, 
marketing controls will not be in effect. 
A wheat grower, however, will have to 
keep his plantings within his allotted 
acreage, in order to be eligible for a wheat 
loan next year in the full amount. If he 
overplants, he will have to take a chance 
on selling his entire crop on the open 
market. 

Cotton also is to get support during 
the coming year at 90 per cent of parity, 
provided the growers do their part. Size 
of the 1949 cotton crop apparently makes 
it certain that growers will be asked to 
vote this autumn on Government controls. 
These will be similar to the controls for 
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corn and wheat. One variation is that a 
cotton farmer who overplants can store 
the cotton produced on his excess acreage 
and get a Government loan on it at 60 per 
cent of the regular loan rate. Otherwise 
he will have to pay a cash penalty. 

The same plan, with minor changes, 
applies to the rest of the “basic com- 
modities’—tobacco, peanuts and rice. 
Tobacco and peanuts already are under 
marketing controls, and rice is expected 
to be under them by next year. 

For all the basic commodities, the bill 
provides a sliding scale of price supports, 
ranging from 75 to 90 per cent of parity, 
according to the level of supply. But it 
is so drawn that, during the coming year, 
all or most of these commodities will con- 
tinue at 90 per cent of parity. 

Most livestock products are to be 
eligible for support, but at less rigid 
levels than the basic crops and without 
marketing controls. 

Hogs already are scheduled to receive 
support at 90 per cent of parity until the 
end of next March. Government buying 
to maintain hog prices may have to begin 
within the next month or two. Beyond 
March, if the present Senate bill becomes 
law, the support level can be much more 
flexible. 

Milk and butterfat prices are to be 
supported at 75 to 90 per cent of parity, 
or even a higher figure, if increased sup- 
plies are needed. Here, again, Govern- 
ment buying will be the method. 

Similar measures are to be authorized 
to support prices of eggs and cheese. 

Fruits and vegetables, under the 
bill, will continue to get price support, 
whenever market gluts appear. Potato 
prices are to be maintained at 60 to 90 
per cent of parity through Government 
buying. The degree of support given to 
other commodities in this group may de- 
pend on the availability of funds. 

The answer, in general, to the prob- 
lem of farm surpluses, as it is being 
spelled out by Congress, is to extend the 
price supports of wartime and to back up 
these supports with prewar types of con- 
trol. The proposal of Secretary of Agri- 
culture Charles F. Brannan to use pro- 
duction payments to maintain income of 
hog producers and other producing 
groups has not been accepted. 

On cotton, wheat and tobacco, the 
controls now in prospect already have 
had at least a partial test. On corn, the 
control method remains to be tested. For 
all crops, however, the advance of tech- 
nology is causing production per acre to 
expand as fast or faster than markets. Of- 
ficials point out that it remains to be seen 
whether total production can be curbed 
effectively enough to back up the Gov- 
ernment’s price guarantees and to safe- 
guard the Government’s investment of 
billions of dollars in stored commodities. 
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CORN 


Carry-over, Oct. 1, 1949 
770,000,000 bu. 


This year’s crop (est.) 
3,538,000,000 bu. 


Total supply 4,308,000,000 bu. 


Probable domestic consumption 
3,150,000,000 bu. 


Probable exports 100,000,000 bu. 


Leaving a carry-over, 
Oct.1,1950 1,058,000,000 bu. 








WHEAT 


Carry-over, July 1, 1949 
293,000,000 bu. 


This year’s crop (est.) 
1,132,000,000 bu. 


Total supply 1,425,000,000 bu. 


Probable domestic consumption 
700,000,000 bu. 


Probable exports 450,000,000 bu. 


Leaving a carry-over, 
July 1,1950 275,000,000 bu. 











COTTON 


Carry-over, Aug. 1, 1949 
5,500,000 bales 


This year’s crop (est.) 
14,805,000 bales 


Total supply 20,305,000 bales 


Probable domestic consumption 
8,000,000 bales 


Probable exports 4,750,000 bales 


Leaving a carry-over, 
Aug.1, 1950 7,555,000 bales 
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9 JOHNSON, Secretary of Defense, 
now is taking on the job of stream- 








lining the big and growing U. S. defense 


structure. = 
Mr. Johnson has just been given more ; 


power by Congress. He becomes undis- 
puted boss of the Army, Air Force and 
Navy, subject only to the superior power 
of Mr. Truman. His place in the Cabinet a 
is to be that of sole representative of the i 
armed forces. He is given power, within 3 
broad limits, to shape the form and char- 
acter of U.S. defenses. 

His new powers stem from a plan by 
the late James Forrestal to centralize the 
management of this country’s $14,000,- 
000,000 military setup. That plan, guid- 
ed through Congress by Senator Millard 
Tydings (Dem.), of Maryland, now is 
written into law and is to get a trial run 
in the period ahead. 

Using his new powers, Secretary John- 
son is to control the spending of billions 
of tax dollars. He will be able to deter- 
mine whether “5 per centers” continue 
to thrive or are to be eliminated by an 
improved system through which indi- NATIONAL SECURITY COUNCIL 
vidual businessmen can do business with 
the military. His power over spending 
policies will enable him to alter the na- 
tion’s defense pattern—to carry out plans, 





PRESIDENT OF THE U. S. 
VICE PRESIDENT OF THE U. S. 


for example, to cut down the air strength SECRETARY OF DEFENSE 
of the Navy and Marine Corps—and he SECRETARY OF STATE 


can concentrate striking power in the Air CHAIRMAN, NATIONAL SECURITY RESOURCES BOARD 
Force and shift the ratios of dollars going OTHER DEPARTMENT HEADS, AS REQUESTED 
to all three of the armed services. 

The accompanying chart shows the 
framework of the new U. S. defense setup 
as redesigned by the unification law 
signed on August 10. 

How it will work in practice is 
shown by these basic provisions of the 
new defense plan: 

icy in planning for possi 
See inener sn arenes fe pamees JOINT CHIEFS OF STAFF ARMED FORCES POLICY COUNC 
men, members of the National Security 
Council. President Truman heads. this a Cees 
group, with Mr. Johnson now the only CUNEF OF STAFF, ARMY 
military representative. Secretaries of the CHIEF OF NAVAL OPERATIONS SECRETARY OF ARMY 
Army, Navy and Air Force are to be CHIEF OF STAFF, AIR FORCE SECRETARY OF NAVY 
dropped from membership, Vice Presi- 
lex: Alben W. Barkley prin As a JOINT STAFF Seevereet OF Ae Sanee 
: CHAIRMAN OF JOINT CHIEFS OF STAFF 


result, top policy decisions on such mat- 

ters as rearming Europe, shifting the peapentesatiest~titgeoaad SOUIT GINEFS OF STMT 

emphasis of U.S. defenses, or sending a urunee 

military aid to China or Iran, for example, 

are to be made by Mr. Truman, Mr. 

Barkley, Secretary Johnson and Secre- 

tary of State Dean Acheson, with the ad- — 
FIELD 

vice of John Steelman, as Acting Chair- COMMANDS 

man of the National Security Resources SECRETARY OF THE NAVY 


Board. 
Decisions on strategy are to be made 
by the Joint Chiefs of Staff, with Mr. DEPARTMENT OF THE NAVY 


Johnson again getting a bigger voice in 
policy decisions. A military chairman, 
Gen. Omar N. Bradley, added to the 
chiefs of staff of the three services, will 
(Continued on page 20) 
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take all disputed issues to Secretary 
Johnson for final decision. As most mat- 
ters of basic strategy are disputed by at 
least one of the services, the Defense 
Secretary will be in position to decide 
such things as the role of Air Force B-36 
bombers, what the Navy’s job will be and 
what weapons it may build, and how big 
a ground force the U. S. should maintain. 

Where defense dollars go, which 
determines the strength and size of each 
arm of the service in the end, also is to 
be decided in large measure by Secretary 
Johnson. Under the Tydings plan, the 
armed forces are to get a new budget 
director, one who is to reorganize and 
bring together the spending plans of all 
three services into one military budget. 
That director, as an Assistant Secretary 
of Defense, is to be responsible to Mr. 





LOUIS JOHNSON AND MILLARD TYDINGS 


by an increase in the joint staff from 100 
to 210 officers, and by new orders in the 
Tydings plan for the Joint Chiefs to take 
responsibility for such combined train- 
ing. 

In military research, too, tighter con- 
trol by Mr. Johnson is to have a direct 
effect at the working level. The top Secre- 
tary now controls the Research and De- 
velopment Board and has a more effective 
control over defense dollars spent for 
research. Result is likely to be a shift 
toward Air Force research on guided 
missiles and supersonic planes, away 
from Navy research in these and related 
fields. Only Army research, aimed largely 
toward lighter, air-borne equipment, is 
not expected to be affected. 

In buying from industry, the trend also 
is to be toward more centralization. While 
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. the Senator‘s plan gives the Secretary broad new powers 


Johnson and subject to his decisions on 
allocation of defense dollars. Thus the 
Secretary may order money withheld for 
such things as Navy guided-missile ships, 
or may loosen the purse strings for Army 
anti-guerrilla units, as another example. 

At the working level, the Army, Air 
Force and Navy will continue to run their 
own establishments, but will slip a notch 
in independent status. The three civilian 
Secretaries will head separate military 
departments, but major decisions will be 
made by Secretary Johnson, as head of 
a new, over-all Department of Defense. 
They are to become, in effect, branch 
managers of the defense corporation’s 
operating plants, subject to both policy 
and budget control from the central 
office. 

In training and maneuvers, for ex- 
ample, much more emphasis is to be 
placed on joint operations. This is assured 
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no central buying agency is provided, 
Mr. Johnson now has the power to take 
much of the buying of equipment out of 
the hands of the individual services. Al- 
ready, he has directed the Munitions 
Board to set up a Military Procurement 
Information Center as a means of bring- 
ing together information about buying 
needs of all three services. That sets the 
trend. Other steps are expected to follow, 
after a current congressional probe of 
“5 per centers” is completed. 

In military planning, finally, the indi- 
vidual services are to find their man 
power, their numbers of weapons, even 
their missions decided in large measure 
by policy directives from higher head- 
quarters. A six-man Armed Forces Policy 
Council, headed by Mr. Johnson, will lay 
the basis for these decisions. This Coun- 
cil includes Deputy Defense Secretary 
Stephen Early, Army Secretary Gordon 


Gray, Air Force Secretary Stuart Syming. 
ton, Navy Secretary Francis Matthews 
and General Bradley as Chairman of the 
Joint Chiefs. Power of final decision, 
however, will lie with Secretary Johnson, 

Taken together, these provisions of the 
new law give Mr. Johnson broad powers 
to revamp the roles of the armed services, 
control the dollars going to each service 
and exercise a deciding voice in shaping 
U.S. defense policy. 

How far this centralized control wil] 
go in changing the character of the pres- 
ent defense setup is to be revealed grad- 
ually in months ahead. Limitations on Mr, 
Johnson’s power are vague, with legal 
safeguards aimed only at preventing com- 
plete merger. The Marine Corps, for ex- 
ample, cannot be abolished or transferred 
wholly to the Army. Yet it can be greatly 
reduced in strength and its weapons 
changed if the Defense Secretary sees fit. 
The Secretaries of Army, Air Force and 
Navy still may appeal over Mr. Johnson’s 
head to Congress, but they will not be 
inclined to go against the defense boss’s 
orders, or risk his serious disfavor. Ex- 
tent of basic changes in U.S. defenses, 
in the end, will be determined largely by 
how far Secretary Johnson and his assist- 
ant secretaries in the new Department 
decide to go. 


Effect on defense costs of these a 


coming changes is the biggest concern of 
Congress now, with military outlays tak- 


ing a third of the entire national budget. J 
Mr. Johnson has promised savings of @ 
more than $1,000,000,000. But these 9 
savings will not be automatic—structure § 
of the Defense Department actually will J 
cost more than the old National Military § 
Establishment—so that cuts will have to 9 
come largely in one of these two fields: 9 

Cuts in overhead, if imposed by Mr. | 


Johnson, could save much of the $8,000,- 
000,000 in Army-Navy-Air Force funds 
now going for nonmilitary outlays yearly. 
The ratio of civilian employes to men in 
uniform, for one thing, has more than 
doubled since before the war. Number of 
military installations could be cut far 
back—the Navy alone has 595 shore in- 
stallations, many of them overlapping in 


function. And twice as many servicemen § 
now are engaged in noncombat duties as | 


there are on duty in combat units. 

Cuts in combat strength offer the 
other possibility for savings. These are 
easier to make, simply call for cutting 
back the number of ground units, air 
groups or combat ships. Indications are 
that most of the initially planned savings 
may come from such reductions in fight- 
ing strength. 

Outcome of the change in this coun- 


try’s defense setup, in any case, is to be | 


a far more centralized operation, with 
Mr. Johnson given both the power and 
responsibility for the job. | 
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laping What Argentina offers U. S. 

1 will investors: trouble, red tape, risks 

- pres- —and a long-range opportunity 

sp to make good money. 

mM Mr, 

legal In lines that are open, markets 

com — gre big, labor abundant and 

Or @x- é . ° > 

rofits are high in 

Bi i fairly cheap, pro g 

reatly ‘ local pesos. 

“— Profits can’t be turned into 

es fit. ° 

> aan dollars now. But there are fields 

1son’s for starting a thriving business 

% be inside the country. 

DOSS § 

Bees U.S. investors willing to put up 

vie | with red tape, frustrating rules and 

sist. || heavy risks find that there still is 

ment money to be made in Argentina. 
What the American businessman dis- 

these 5 covers, if he is interested in investing 


abroad as suggested in Point 4 of Presi- 








_ @ dent Truman’s inaugural address, is this: 
dget. Some lines of Argentine business are 
sof as good as closed to outside investors. 
heal Railways, public utilities, oil, banking 
pa and insurance have little or no appeal. 
will They either are partly or wholly run by 
‘tou the Government now or they are marked 
eu for eventual seizure under the new con- 
oldu stitution of President Juan D. Peron. 
Mr. In many industrial and commercial 
00.- lines, however, the long-range outlook 
nll is considerably better in Argentina than 
arly. in most other countries of Latin America. 
ni Incomes average higher than in the ma- 
hal jority of countries south of the U.S. 
— The people, in general, are accustomed 
fan to living fairly well. They are eager 
a buyers of all kinds of consumer goods. 
> i Thus, there is a chance to make a gen- 
mal erous profit by providing the goods and 
sas me STVices that the Argentine public wants. 
q Right now, business is cramped by 
the the dollar shortage and import controls. 
are Some factories are having to slow 
inl down or close for lack of U.S. mate- 
_©” § tials and parts. Labor costs are going up, 
bre » and work stoppages and absenteeism 
a > are common. Government regulation of 
fe, prices and profits, as well as other rules, 
’ make it hard to carry on. 

: Result is that little capital from U.S. 
na ) is moving into Argentina. The feeling of 
h » many American businessmen and officials 
~ in Buenos Aires is that Argentina does 


not offer enough safeguards and guaran- 
tees. Further, there is no prospect now 
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Reported from BUENOS AIRES 


that Argentina will try to attract Ameri- 
can capital through a treaty such as 
those the U.S. is making with various 
other countries in Latin America. 

New businesses financed partly or 
wholly by Americans are getting under 
way in spite of discouraging conditions, 
however. And General Perén in public 
addresses often invites outside invest- 


ment, stating that capital that does not 
come “to exploit our people” is welcome. 
General PerOén sometimes goes as far 





/MONEY TO BE MADE IN ARGENTINA 


monthly and is expanding its output. 
Besides, the company has built a labora- 
tory for the manufacture of its other 
pharmaceutical products. 

Some other products formerly import- 
ed from the U.S. are appearing now as 
locally made items. For example, two 
American-owned cosmetics companies 
that used to ship in their goods from the 
U.S. have started to make them in Ar- 
gentina. One well-known drug now is 
appearing as an Argentine product. It is 
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Wide World 


PRESIDENT PERON 
. .. patience can be profitable 


as guaranteeing an American company 
that he will keep out all competition, if 
he really wants the industry to establish 
itself in Argentina. This actually has 
happened in two cases. One American 
branch plant expanded its operations 
and was awarded a monopoly on supply- 
ing all equipment for the Argentine tele- 
phone system for ten vears. 

Another American firm, in partnership 
with local capital, won Government pro- 
tection when it offered to build a peni- 
cillin plant. This company was assured 
a monopoly on the manufacture of peni- 
cillin for several years. Its machinery and 
materials came in duty free, and had 
priority in coming through ports and 
customs. As soon as the plant can meet 
the Argentine demand, competing im- 
ports of penicillin will be banned. 

This plant now is producing more 
than 100,000,000,000 units of penicillin 


made in a plant built with capital accu- 
mulated locally. 

Some economists see a future for pro- 
duction of industrial machinery and ma- 
chine tools in Argentina, Most big assem- 
bly plants of U.S. automobile companies 
were expanding their Argentine opera- 
tions when the dollar shortage hit them, 
but now they are virtually shut down 
because they cannot ship in components. 
Still, another of these firms, mainly with 
Argentine capital, is building an automo- 
bile assembly plant in spite of the diffi- 
culties of its competitors. 

On the other hand, when the Govern- 
ment not long ago offered two leading 
American manufacturers of farm ma- 
chinery unusual guarantees if they would 
set up plants here, they turned down the 
proposals. 

Lines that appear to offer the biggest 
chances to small investors are food freez- 
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ing, production of homogenized milk, 
dry cleaning, movie theaters and Ameri- 
can-style cafeterias. Some of these activi- 
ties, which depend on imported ma- 
chinery or raw materials, probably could 
not get started today without special 
treatment from the Argentine Govern- 
ment. But those that can use local mate- 
rials have considerable promise. 

Advantages and drawbacks that 
the American businessman finds in Ar- 
gentina line up about like this: 

Profits are considerably higher than 
in the U.S. Many firms still pay divi- 
dends of 25, 30 or even 40 per cent an- 
nually. Even with profit controls and a 
tax on excess profits, earnings are at least 
two or three times as high as in the U. S., 
as a rule. 

Taxes are generally lower than in the 
United States. 

The basic rate is 5 per cent on the first 
$1,000 of individual income, with sur- 
taxes on amounts larger than that. The 
maximum surtax is only 22 per cent, a 
fraction of the top rate back home. 

For corporations, the income tax is 15 
per cent of net earnings, whether dis- 
tributed or not, with an additional 5 per 
cent on dividends sent abroad. This tax 
is applied to dividends or profits, which- 
ever are larger. Sometimes a company 
pays the 15 per cent on profits set aside 
as reserves one year, then pays it again 
later when the same profits are distrib- 
uted as dividends. 

The excess-profits tax begins above 12 
per cent return on the capital invested, 
and the rate is 10 to 30 per cent. The 
tax on capital gains is a flat 20 per cent. 

Tax exemption sometimes is a strong 
lure to investors. In certain cases, the 
Government offers exemptions ranging 
from 10 to 80 per cent to companies 
that reinvest their profits in order to in- 
crease productivity. 

Labor is cheaper than in the U.S., 
although employers are finding it is less 
and less of a bargain. Labor costs have 
tripled under General Perén; it is the 
Government’s policy to encourage high 
wages and short hours. Productivity is 
lower than in U.S. Paid holidays are 
numerous—as many as 25 annually in 
some businesses—and invisible costs, such 
as social-security benefits, sometimes run 
as high as 60 per cent of every pay roll. 

While the supply of skilled labor is 
small, unskilled and semiskilled workers 
can be found without too much trouble. 

Living conditions for the American 
who is willing to settle in Argentina for 
a while are pleasant. Americans gener- 
ally can live on a higher standard in 
Argentina than they can back home on 
the same income. While prices are going 
up, food is abundant and not expensive. 
Servants are available at lower wages 


than in the U. S. 
22 





ARGENTINA’‘S PEOPLE: 


FROZEN FOODS OFFER OPPORTUNITIES FOR U.S. INVESTORS 






~—Ewing Galloway 


EAGER BUYERS OF ALL KINDS OF CONSUMER GOODS 






-Birds Eye Frosted Foods 


. .. also suggested: homogenized milk, dry cleaning, movies, cafeterias 


The market for most consumer goods 
is big, and it is expanding. American com- 
panies that have been shipping their 
products into Argentina probably could 
get encouragement if they wanted to 
make these goods locally. 

Import restrictions, brought on main- 
ly by the dollar shortage, are likely to 
continue tight for some time. So are ex- 
change controls. Thus, the businessman, 
besides being unable to ship in materials 
that he needs, cannot send home his 
profits unless he pays a big premium for 
dollars in the black market. 

The problem of making more dollars 
available through increasing Argentina’s 
exports to the U.S. is being tackled in 
Washington by a commission of officials 
of both countries. Even if this commis- 


sion is successful, the American in busi- 
ness in Argentina will not get much relief 
until Argentina pays off $143,000,000 


owed for goods bought in the United 


States, 


The outlook for absentee capital is 
not attractive under these conditions. On 9 


the other hand, the investor who comes 


down to stay and rear his children can | 


have a comfortable and fruitful life, if 


he resigns himself to the tussle with red } 


tape that confronts every manager. 


As one American sums it up: “It all} 
depends on whether you are willing to | 
keep your money in pesos for several | 


years, reinvesting it as it grows. It’s in- 
evitable that you'll be able to take it out 
in dollars some day. All you have to do 
is to be patient.” ; 
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Germany’s Trouble: Too Many People 


Too many people in too little 
space is a returning problem for 
Western Germany. Resentments 
over refugees are growing. 

West Germans find 8,000,000 
DP’s, moved in from the East, are 
competing for scarce jobs, homes, 
food, almost everything. 

Refugees, overcrowded and 
restless, want Germany’s eastern 
territory restored. They'd wel- 
come a war to get back home. 


Western Germany, just starting 
business as a republic that cannot 
earn its own way, is up against the 
job of absorbing 8,000,000 East Ger- 
man refugees. 

Four years after the German defeat 
that drove them into Western Germany, 
these refugees remain a group apart. 
They compete with West Germans for 
jobs in the midst of growing unemploy- 
ment. They are unwelcome guests in 
West German homes already cramped by 
a housing shortage. West Germans blame 
them for lowering the country’s standard 
of living. Refugees get the worst jobs, the 
poorest housing and the least food. 

Problem of coping with these unwill- 
ing immigrants to Western Germany is 
enormous. Three West Coast States in 
the U.S., for example, have absorbed 
nearly 5,000,000 people in four years. 
But the area of the West Coast States 
is three times that of Western Germany, 
which has, in a country wrecked by war, 
three times the population of the three 
States. What is more, the 8,000,000 refu- 
gees of Eastern Germany do not want to 
remain in the West of Germany. Their 
votes in recent elections went to candi- 
dates who talk like Nazis. They are look- 
ing for a leader who will get them “back 
home.” They are waiting for a new 
Hitler, even another war, to restore Ger- 
many’s power. 

“Back home” for 5,000,000 of these 
refugees means the parts of Eastern Ger- 
many turned over to Poland at the war’s 
end. Most of the rest want to go back 
to Hungary or Czechoslovakia where 
they once formed an enthusiastic advance 
guard for the Nazis’ “Greater Germany.” 
Now all are packed into Western Ger- 
many. One out of every five Germans in 
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Reported from FRANKFURT 


the U.S. and British zones is an East 
German refugee. 

Life as a German refugee is not as 
bad as the wartime life of refugees of 
other nationalities whom the Germans 
drove through Europe. But conditions for 
refugees in West Germany are bad 
enough to discourage most of the 8,000 
Germans who escape from the Soviet 
zone of occupation each week. Only 
about one third of these escapees remain 
in West Germany. The rest go back, pre- 
ferring to remain as permanent residents 
in the Soviet zone than as refugees in 
the West. 

Location of the refugees in West Ger- 
many is not a matter of choice. When 
they flooded into West Germany in 1945 
they were sent where they could be 
housed and fed. About 85 per cent of 
the refugees, mainly city folk, were 
billeted in rural areas. It is as though 
millions of Americans from the industrial 
cities of New England were suddenly 
made public charges of rural counties in 
Mississippi. 

Language and religious differences set 
the refugees apart from the natives. Prus- 
sian, Pomeranian, Silesian and Swabian 
accents are strange to the ears of Ba- 
varians and Hessians. Catholic refugees 
were billeted in Protestant villages and 
vice versa. 

Penniless refugees became public 
charges of West German districts that 


REFUGEES’ RETURN 


could ill afford new burdens. In the state 
of Schleswig-Holstein, for example, there 
are two refugees for every three natives. 
The state government, dependent on 
taxes from farmers, must spend 12 per 
cent of its budget for refugee aid. Ger- 
mans who are heavily taxed resent their 
uninvited guests. 

Housing is a major problem in West 
Germany, which still needs 10,000,000 
houses to get back to the amount of 
housing available before the war. The 
refugees are last in line for housing. 
About 500,000 of them still are billeted 
in camps, barracks, air-raid bunkers and 
underground shelters. Families are sepa- 
rated. Refugees billeted with local in- 
habitants sometimes are forced to use the 
windows of their rooms for entry and 
exit. : 

Food, in theory, is equally available 
to natives and to refugees. Ration tickets 
are equally distributed. In fact, however, 
shopkeepers sell the hard-to-get foods 
under the counter to natives rather than 
sell the refugees their share. Farm hands 
who are refugees get less food and poorer- 
quality food than natives hired for the 
same work. 

Jobs are harder to get in West Ger- 
many, now that deflation has checked the 
recovery boom. Refugee workers, the last 
hired, are the first fired. The percentage 
of unemployment among refugees is 
double that among natives. Refugee busi- 
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. - - 8,000,000 “unwelcome guests’ in the homeland 
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nessmen, with smaller resources and few- 
er connections than their native com- 
petitors, lead the bankruptcy lists. The 
threat of hard times is impelling native 
West Germans to stick together, shutting 
out the refugee newcomers. 

All in all, the German who is a refugee 
among people of his own nationality is 
finding himself as much of an outcast as 
if he were in a foreign country. 

Case studies of refugee life in the 
Rhineland county of Ludinghausen show 
what is happening to the East Germans 
who are trying to make homes in West 
Germany. There are 18,000 refugees in 
Ludinghausen, one fifth of the total 
population. 

Farmers and their families among the 
refugees total about 6,000. Of these, 
about half owned their own farms in the 
East before the war. Now only 12 refu- 
gee families have succeeded in acquiring 
farms of their own. Of the rest, half are 
working as farm laborers, fewer than a 
quarter have unskilled jobs in industry 
and more than a quarter are unemployed. 

Nonfarm refugees in Ludinghausen are 
faring no better. Before the war, out of 
every 100 nonfarm refugees in Luding- 
hausen today, 46 were laborers, 21 were 
white-collar workers, 26 were in business 
for themselves and 7 were civil servants. 
Now 87 out of 100 give their occupa- 
tions as laborers, although many are un- 
employed. Only seven are white-collar 
workers, three are civil servants and three 
are self-employed. An East Prussian cat- 
tle dealer, once wealthy, now is a boot- 
maker. A former Breslau hotel owner 
now is a waiter. 

Income of the refugees is down far be- 
low the level of native incomes. About 93 
per cent earn less than $60 a month. 








GERMAN FA 


Only 3 out of 1,000 earn more than $150 
a month, while 120 of them earned more 
before the war. 

Living standards of the Ludinghausen 
refugees are low. About 59 out of 100 
have beds to themselves, the rest share 
beds with from two to four others. About 
17 per cent live in attics and 13 per cent 
in barns and stables. More than 86 per 
cent of the refugee families have no 
household utensils of their own and use 
borrowed pots, pans and dishes. 

In Ludinghausen, as in the rest of Ger- 
many, the visitor is impressed by the fact 
that East Germans who came to West 
Germany three years or more ago still 
consider themselves refugees and are re- 
garded as refugees. They are treated and 
behave like temporary residents, not as 
settlers. They remain a people apart, 
scorned by West Germans. Bavarians, 
who used to use the term “Prussian pig” 
to describe people they did not like, now 
refer to “refugee pigs.” 

Solutions for the refugee problem 
worry the U.S. and British authorities in 
Germany more than the local German au- 
thorities. Native West German officials, 
as the refugees themselves, still are in- 
clined to consider the refugees only tem- 
porary residents who, sooner or later, will 
move on somewhere else. Most German 
politicians and union leaders are inclined 
to bid for the vote of the natives, ignor- 
ing the lot of the refugees. But the ex- 


tremist leaders, both Communist and 
groups formed on the Nazi model, are 
profiting. 


Emigration is out of the question for 
most refugees. Among the refugees, as 
among native West Germans, there is a 
shortage of skilled young workers, a sur- 
plus of women and old people. Countries 


So 


-U.S. Army 


in need of labor balk at taking nonpro. 
ductive dependents. Even inside West 
Germany, local governments that have 
escaped their share of refugee care are 
resisting efforts to redistribute the burden, 
French authorities have agreed to admit 
more refugees into their zone, where 
refugees now are less than 4 per cent of 
the population, but the number involved 
is small. 

Better treatment for refugees is re- 
sulting from U. S. and British pressure on 
German authorities. A system of licensing 
businessmen and artisans, which native 
German officials used to keep refugees 
out of business, was abolished recently. 
But native Germans who control bank 
loans and allocate raw materials still 
favor natives over refugees. 

Intermarriage is helping to assimilate 
some refugees. Women outnumber men 
in West Germany by about 180 to 100, 
so native women are willing to take 
refugee husbands rather than none at all. 
But native men shy away from refugee 
brides who seldom can offer a dowry. 

Pressure for war is built up by the 
refugees. As they see it, their only hope 
of getting back to their homelands lies in 
a war between Russia and the West. In 
such a war the refugees would have 
Germany join the side that seems best 
able and most willing to restore “lost” 
lands. 

Refugee votes, in the recent elec- 
tions, went to candidates who talked mosi 
about the return of the Eastern provinces. 
New deputies to the West German parlia- 
ment who depend on refugee votes in- 
clude both Nazi-type leaders and Com- 
munists. West Germiany’s refugees are 
likely to remain a source of trouble for 
years ahead. 







RMERS VS. GERMAN REFUGEES 


Prussian, Pomeranian, Silesian, Swabian accents are strange to the ears of Bavarians, Hessians 
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Worldgram 
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FROM THE CAPITALS OF THE WORLD 


FRANKFURT....PARIS....STRASBOURG....MANILA.... 








>> Elections in Western Germany, first free elections in any part of Germany 
since Hitler took power in 1933, are to have these immediate consequences: 

Popular government, on democratic lines, can soon start functioning. 

Lower house, somewhat like British House of Commons, can now be organized. 
Object of election was to choose 400 delegates to this house. 

Upper house, with less power, is to be organized after 11 states in Western 
Germany select their delegates. Selection here is by state legislatures. 

Next step is to call a special federal convention to elect a President. He 
is not to have much power, however. Top man really is to be Chancellor. 

President nominates the Chancellor, presumably after informal, agreement 
with party leaders, and lower house votes and elects him. 

West German Chancellor, thus, can be expected to take office in a matter of 
weeks. Then the new Federal Republic of Germany starts on its way. 














>> Issues, attitudes behind the election of 400 delegates, however, may turn 
out to be far more important than this first election. 

One big issue is socialism vs. private enterprise. Election won't settle 
this, may show a trend. U.S. influence is on side of private enterprise. 

Another big issue is centralized vs. decentralized government. Socialists 
want centralization, right-wingers don't. Neither does U.S. or France. 

Germans themselves disagree on these issues. But they agree on others. 

Antioccupation, anti-Allies sentiment is all but unanimous. 

Control of Ruhr, Germans agree, ought to be in German, not Allied, hands. 

Dismantling of German plants would end now, if Germans had their way. 

Lost territory, Germans think, must be restored. That goes for the Saar, 
now in French hands, as well as for the big slice of Germany now in Poland. 

Unified Germany is another thing all Germans agree on. 

All told, these attitudes and issues add up to a series of headaches for 
U.S., Britain and France in their business of occupying and running Germany. 
From now on, Allies' job of controlling Germany is to be harder, not easier. 























>> Allies aren't giving up all powers and controls, of course. 
Allied troops stay in Western Germany. That's a big fact. 
Relations with outside world will continue to be managed by Allies, not by 
Germans. That covers trade as well as German relations with other nations. 
Military security remains an Allied job. No German army just yet. 
U.S. dollar aid, without which West Germany would collapse, is likewise to 














provide U.S. with powerful leverage over German policies, over new government. 
What Allies can't ignore, however, is rising German pressure to run their 
(over) 
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WORLDGRAM-= (Continued) 
own affairs from A to Z. In the background there is always the implied threat 
of a German-Russian deal, if Western Allies don't give Germans what they want. 

That is why U.S. and Britain toy with the idea of tying West Germany closer to 
Western Europe, giving it an army, some day getting Germany into Atlantic Pact. 


>> Ticklish job in European capitals currently is how to divide up a second 
and smaller installment of Marshall Plan funds from the U.S. Crisis in Britain 
makes the task eSpecially difficult. Problem is to divide a smaller pie. 
Nearly all at _ table asked for bigger pieces than they got last year. 
One guest--Britain--has asked for around 40 per cent of the pie. 
Servings, though, obviously will be smaller to all around the table. 
Britain won't get the $1,518,000,000 she's asking, won't get as much as last 
year's $1,239,000,000, may not wind up with more than $900,000,000. 
France can expect less than $800,000,000. Last year it was $981,000,000. 
Italy, with $555,500,000 last year, will probably get under $500,000,000. 
Western Germany may be cut from $510,000,000 to around $400,000,000. 
Smaller claimants, far down the table, get whatever is left. 











>> Needs, of course, vary. Country by country, this is the situation: 
Belgians may be able to pay their own way in the world by next year. 
French are better off, too, but not in sight of full recovery yet. 
West Germans are climbing fast. Self-support, though, is years off. 
Italians, though recovering, still have 2,000,000 jobless, much poverty. 
British offer the biggest problem--too big, Europe says, for Marshall Plan 
dollars to solve. Europe leaves U.S. and Britain to find the answer. 





>> New Council of Europe, strongly backed by Winston Churchill, is an effort 
to see if still another piece of machinery can solve Europe's problems. 

United Nations, it's realized, can't guarantee peace. 

Atlantic Pact isn't the whole answer, either. It doesn't guarantee that 
Europeans will pool arms production, merge armies, set up a unified force. 

Marshall Plan, moreover, can't guarantee European recovery by 1952. 

What's needed, people have been saying for generations, is a U.S. of Europe. 
Idea is it could solve economic, military, political problems not now being 
solved. Backers hope Council of Eurowe may grow into a U.S. of Europe. 

Odds against new Council, however, are heavy. Frenchmen don't want Britons 
telling them what to produce, what value to put on the franc, how to defend 
France. Britons, all the others, aren't ready to yield sovereignty, either. 
Path of new Council is thus to be rough. Results, if any, are far in the future. 

















>> In Manila, there's less talk about a Pacific pact than about what President 
Quirino may be bringing back to the Philippines from Washington. 
More U.S. aid for Philippines is assumed as reason for the trip. 
Reelection as President may figure in the expedition, too. A good recep- 
tion in Washington, plus U.S. aid, presumably means more votes for Quirino. 
Pacific pact, meanwhile, hasn't jelled. Britain is cool to idea. U.S. 
hesitates to pay for it, shrinks from renewing old ties_with Chiang Kai-shek. 
U.S.-British problem in Asia, nevertheless, iS growing harder every day. 
Communists may have Canton by October 1. Hong Kong will then be in danger. 
Indo-China, Burma, Siam are next in line. It's touch and go in Southeast Asia. 
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RCA scientists develop new direct-reading Loran instrument 


The homing pigeor goes 70 S€Q 


Now science gives the navigator an 
improved “homing pigeon instinct,” 
a way which—without checking the 
sun or the stars—he can head his ship 
directly home. 

Already thoroughly proved, Loran 
equipment has been simplified through 
RCA research and engineering, so that 
almost anyone can learn to use it in a 
few minutes. Free of human error, read- 
ings appear directly on the instrument. 
A quick check gives position. 

Brain of this Loran system is a circuit 


developed at RCA Laboratories which 
splits seconds into millions of parts —and 
accurately measures the difference in the 
time it takes a pair of radio signals to travel 
from shore to ship. 

Given this information, the navigator, 
hundreds of miles from shore, can de- 
termine his position quickly and accu- 
rately. Loran’s simplicity adapts it to 
every type of vessel from merchant ship 
to yacht. Manufactured by Radiomarine 
Corporation of America, a service of 

it is already being installed in 
U. S. Coast Guard rescue ships. 


which simplifies problems of navigation. 


The meaning of RCA research 


RCA’s contribution to the development 
of this new direct-reading Loran is 
another example of the continued lead- 
ership in science and engineering which 
adds value beyond price to any product 
or service of RCA. 

*x * « 

The newest advances in television, radio, 
and electronics can be seen in action at 
RCA Exhibition Hall, 36 West 49th St., 
N. Y. Admission is free. Radio Corporation 
of America, RCA Building, Radio City, 
N. Y. 20. 


RADIO CORPORATION of AMERICA 
World Leader in Radio — First in Télevisior) 
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Life Around the World 


To a grim building, past bars and guards 
and gates—to see Communist stenographer 


PARIS 

T TOOK ME 15 minutes recently to get 
I in to see the stenographer of an offi- 
cial of the French Communist Party. 

I was passed cautiously from one 
guard to another. Gates that barred the 
way were opened by electrical remote 
controls only after I had been cleared. 
Climbing stairs, I was suddenly con- 
fronted by a sturdy gate behind which 
sat two guards. They had to be satisfied 
about my mission before I was allowed 
to continue up the steps. 

The Communist Party headquarters is 
an enormous and forbidding building on 
Rue Chateaudin in Paris. The building 
is practically a stronghold. Iron grilles 
bar the way in almost every corridor. 
One gets the impression that every desk 
holds a tommy gun. Behind this atmos- 
phere of grim secrecy in the midst of gay 
Paris is the Communist story of France. 

The big “red scare” of last year is 
gone. Frenchmen who a few months ago 
lived in fear of a civil war pay little at- 
tention to the Communists now. The 
party itself has fallen far below its post- 
war peak of 1,000,000 members. Impar- 
tial sources now say membership doesn’t 
exceed 600,000 paid-up card holders. 
As things have been getting better in 
France, the Communists have been los- 
ing supporters. A lot of people are in- 
clined to shrug them off nowadays. 

But a trip to Communist headquarters 
shows that the party still is very much 
alive in France. Its numbers are down 
but its strength is up. The party, through 
purges on one hand and the dropping 
away of half believers on the other, has 
peeled itself away to a hard, tough core. 
It is more powerful than a lot of people 
think. What follows is an account of how 
the Communists now operate under the 
guidance of a man known only as “Casa- 
nova,’ Moscow’s 
trusted _representa- 
tive in France. He 
makes the real de- 
cisions. 

Although there is 
nothing to recurrent 
rumors that the 
Communists have a 
hidden army of 100,- 
000 men in France, 
the party is more 
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formidable from a military standpoint 
now than it was at the end of World 
War II. It has several military schools 
scattered about the country where stu- 
dents are trained in espionage, sabotage, 
rabble rousing and such things. Gradu- 
ates go into a secret shock corps of 30,- 
000 men. 

The corps has several ammunition 
dumps at its disposal. French police 
know where many of them are located, 
but there are no present plans to raid 
them and stir things up. One reason is 
that the Communist line right now is 
nonbelligerent. It is unlikely that any- 
thing short of a war would bring the 
Communist arms out in the open. 

Propaganda is the present line. There 
are almost 100 party schools operating 
in France, each attended by about 50 
Communist students. 
They are given in- 
tensive two-month 
courses in the tech- 
niques of propa- 
ganda. Most of the 
pupils are adults who 
hold responsible jobs 
in the party. 

The Communists 
operate 10 daily and 
about 90 weekly 
newspapers through- 
out France. Total circulation, probably 
close to 1,500,000, is lower than it was 
last year, but party spokesmen insist that 
is just because they are printing fewer 
copies. The main theme of the news- 
papers is to demand more money, food 
and goods for the poor people, to de- 
nounce the North Atlantic Pact, decry 
“Americanism” and praise Russia as the 
true friend of French working families. 

Judging from its newspapers and other 
activities, the party has no trouble get- 
ting money. Police suspect that funds 
come in from Moscow. There is a story 
going the rounds that one man recently 
carried in 120,000,000 francs that went 
into the party treasury. But nobody has 
ever been caught in the act. 

Party officials say their cash comes 
from French party members or sympa- 
thizers who send in dues and contribu- 
tions regularly. But spending appears to 
be at a rate higher than any sum that 
might be realized from dues. which, at 











the top, amount only 
to the equivalent of 
15 cents per member 
every two weeks. 
One reason why 
dues are low is that 
the Communists, as 
they have for years, 
are concentrating on 
the working classes 
for their chief sup- 
port. Their main 
strength still rests inside the unions, al- 
though union membership has been de- 
clining for some time. But, even with a 
drop-off in members, Communists still 
control the biggest labor organization in 
France. It has trucks, loud-speakers, 
pamphlets, newspapers and every other 
device imaginable to campaign against 
management and to appeal to workers. 
Recently, to increase its strength, it has 
been passing out membership cards free. 
As I inquired into the present opera- 
tions of the Communists in France, | 





couldn't help but wonder what all the J 


activity was about. Obviously, the party, 
although well organized, is in no shape 


to take over the country. Its only chance § 
is a world war that would bring Soviet § 
troops to its aid. The party, at this junc- J 
enough § 
force to make itself an influence in the J 


ture, certainly doesn’t have 
French Government. 

But it does have.enough strength to 
prevent almost any government from 
functioning properly in France—and that 
is the Communist aim right now. 

For weeks on end small strikes have 
been going on. Usually they last only an 
hour or so. They appear insignificant. In 
terms of national production they are not 
important. But they do show a distrust 
of the Government that is being encour- 
aged by Communists working inside 
unions. They are still building up for a 
general strike. The Communist Party is 
more strongly united than ever before. 
By compromise and surface co-operation, 
its men are able to influence the activities 
of many unions frankly non-Communist. 

Talk of civil war and revolution is out 
for now. There is no intention of risking 
anything of that sort. But party leaders 
still are intent on keeping France off bal- 
ance. To do it, they are working up to a 
wave of big strikes and general labor dis- 
turbances to hit the country sometime 
this autumn. 

The success of that strategy will show 
exactly how strong the Communists are 
in France after a year and a half of the 
Marshall Plan. J. W. M. 
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How to get your money out of gas... 


Conversion of natural gas into synthetics, including 
gasoline, is increasing the need to save gas. Gas con- 
servation is only a fraction of DRESSER INDUSTRIES’ 
service to the oil and gas industry. But in this area, 
as in others, the Dresser line of equipment ranges 
in size for the smallest operator up to the largest 
installations ever built for repressuring, recycling, 
desulfurizing, for high- or low-pressure storage, 


for liquefying and for nitrogen removal. 


To help you get your money out of gas, Dresser has 
equipment for returning gas to the ground for stor- 
age or for repressuring the well. If your gas is sour, 
Dresser can sweeten it to piping requirements with 
automatic Desulfo equipment which requires only a 
few hours’ maintenance a month. Dresser engineers 
will gladly work with you. Free catalogs are available 
on all processes and equipment. Write to Dresser 


Industries, Inc., Terminal Tower, Cleveland 13. Ohio. 
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from well to refinery for the Oil Industry— 


THE ONLY COMPANY DOING AN OVER-ALL JOB . 
from source to consumer for the Gas Industry 


New 


BOVAIRD & SEYFANG Manufacturing Company, Bradford, Pa. @ CLARK Bros. C Inc., Ole n York @ DRESSER Manufacturing Division, Bradford, Pa. ¢ DRESSER 


Manufacturing Company, Limited, Toronto, Ontario, Canada e INTERNATIONAL Derrick & Equipment Company, Beaumont & Dallas, Texas; To e, California; Co 
& Delaware, Ohio e KOBE, Inc., Huntington Park, California e PACIFIC Pump , Huntington Park, California e ROOTS-CONNERSVILLE Blower Corporation nnersv 
SECURITY Engineering Company, Inc., Whittier, California « STACEY BROS : tion Company, Cincinnati, Ohio; STACEY sion, Cleve 
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FLASH MARKS THE SPO) - 


A-C Offers Industrial Buyers One Source for Nearly Every Basic Equipment Need ! 


Oil companies order Allis-Chalmers 
explosion-proof motors, turbines, 
unit-substations, boiler feed pumps, 
water-conditioning service, and self- 
priming pumps —typifying diversity 


- of A-C equipment for petroleum. 


Airline base on the West Coast 
—world’s finest—relies on Allis- 
Chalmers motors, vacuum pumps, to 
simulate high altitude flight condi- 
tions in test department. 


. » ™. 


a 


Food company in the East takes 
every precaution to protect purity of 
packaged breakfast cereal . . . uses 
Allis-Chalmers electronic metal de- 
tector as safeguard against metallic 
particles. 





Throughout the nation — 
in steel mills, mines, 
paper mills, public 
works — Allis-Chalmers 
equipment is contributing 
to America’s high 


standards of living. 








HESE aren’t fireworks at a county fair. 
They are charges of dynamite exploded 
to send shock waves down into the earth. By 
measuring the reflected waves, oil geologists 
can determine the likelihood of oil below. 
It’s U.S. A.’s newest aid in the never-end- 
ing search to increase the nation’s oil reserves. 
Today, an average American uses 28 times 
more oil than any other citizen in the world. 
Oil powers 41,000,000 cars, trucks and trac- 


tors, countless ships, planes and trains... 
heats 4,000,000 homes, stores and other build- 


0|_ Dri! Here / 


ings .. . provides chemicals and solvents for 
thousands of products! 


Prominent in this whole picture—from oil 
well, to refinery, to you—is Allis-Chalmers 
with pumps, motors, and other basic 
equipment for petroleum production, refin- 
ing, transportation and marketing. 


In fact, Allis-Chalmers has a hand in the 
processing of nearly every product of your 
good living today! 

ALLIS-CHALMERS MANUFACTURING COMPANY 

1388 South 70th Street. Milwaukee 1, Wisconsin 


ALLIS-CHALMERS 


One of the Big 3 in Electric Power Equipment — 
Biggest of All in Range of Industrial Products 
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BUSINESS AS RAILROADS SEE IT 
AN INTERVIEW WITH ARTHUR E. STODDARD 


President, Union Pacific Railroad Co. 





EDITOR’S NOTE: Railroad problems frequently 
are the problems of all business. Trends in a com- 
plex society often show up first in transportation. 
The flow of goods from producer to consumer, 
from farmer to market indicates economic activity 
—the ups and downs of industry. 





To discuss these trends in the business picture, 
and particularly in the railroad business, editors 
of U.S. News & World Report invited Arthur E. 
Stoddard, president of the Union Pacific Railroad, 
to our conference rooms for an interview. The 
questions and answers follow. 








Q What is the general business situation in the 
West, Mr. Stoddard? 

A Well, it’s not too good, in the railroad business. 
The gross tonnage is down 14 or 15 per cent. 

Q Why is that? 

A For the first two weeks of July our tonnage is 
down between 13 and 14 per cent and the other roads 
I’ve talked to are worse off than we are. Our pass- 
enger business is down about 22 per cent. 

Q Is that largely on long hauls? 

A Yes—people are taking short trips, but not the 
long ones. 

Q Then the flow to the Coast on the railroads this 
year hasn’t been up to last year? 

A No. It’s down from last year, and National Park 
travel is off some. People are not spending their 
money for long trips. 

Q Do you think that some of the other means of 
transportation may be taking the larger share? 

A I see statements that indicate that the airplane 
companies are doing better. 

Q And automobile traffic may have something to 
do with it, wouldn't it? 

A Yes, automobile traffic has picked up some. 

Q Are the busses doing better than last year? 

A Very little, if any. 


Why Freight Traffic Drops 


Q What do you think are the chief things that are 
cutting down your freight traffic? 

A The grain isn’t moving. Farmers and elevator 
men are storing their crops in the country and col- 
lecting storage from the Government. 

Q How about merchandise freight? 

A Merchandise freight is down considerably, along 


with the rest of it. The big merchants who were car- 
rying four, five, six months’ stock are cutting down in 
the hope of getting lower prices. 

Q How badly are trucks cutting into that? 

A The contract trucks are beginning to cut in on 
the long-haul freight—they get considerable tonnage 
going every month, and of course they don’t run their 
trucks unless they’ve got a load. They take the high- 
rate commodities. But you can’t get one of them to 
haul a load of coal, or a load of ore, rock, sand, 
gravel, or anything of that kind, except on some 
short-haul jobs. 


U.S. Tickets Bought in Canada 


Q What about the taxes on passenger fares? Have 
you been thinking of the effect on the volume of 
transportation? 

A Yes—it does have an effect on transportation. 

Q Automobiles, of course, don’t have it? 

A No. 

Q Do busses? 

A Yes. However, you can buy your railroad-trans- 
portation tickets in Canada and not pay the 15 per 
cent. 

Q You mean you can buy them there and send 
them down here? 

A Certainly—it’s perfectly legal. The tax is on the 
sale in the United States. 

Q Why doesn’t everybody buy transportation in 
Canada, then? 

A A lot of people are doing just that. They are 
coming out of Detroit and going right across to 
Windsor and buying their tickets, or you can sit in 
New York and write a letter to Montreal and buy 
your ticket by mail. 
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“| wholly disapprove of what you say but will 
defend to the death your right to say it.” 
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| Freight and passenger travel is slipping—Grain stays in storage or on 


the farms, and merchants are cutting inventories—Demand for trans- 


) portation is down and is expected by railroad men to stay down 
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a Q They will mail you a ticket between New York 
- and Washington, for instance? 
; j A Yes. It was stopped up until a year ago because 
, the Canadians had a 15 per cent tax themselves. Can- 
ada took the tax off and people all along the border 
now are buying their transportation in Canada. We 
wouldn’t dare open a new Canadian passenger office 
and sell tickets that way. 

Q Do you think the railroads are overregulated in 





— regard to truck competition, or are your competitors 
underregulated? 

car- A I would say that the competitor is definitely 

mm in underregulated. 


Q Last year you were first in net income among the 
railroads of the country, weren’t you? 


1 on A Yes. 

lage J 

a Snowstorm vs. Earnings 

igh- 

n to Q And since your volume is off, what is going to 
and, happen to your earnings this year? Where will you 
ome rank this year? 


A Well, you remember we had a snowstorm in Jan- 
uary and February—and that raised cain with us— 
we are still in the red. 

Q You can’t blame it on the recession entirely, 

ave then? 
A For the period it’s about 13 per cent—that in- 


of 
cludes snowstorms and all—and the first two weeks 
‘on. of this month we consider pretty good yardsticks for 
the rest of the year. 
Q They were better? 
A Oh, no, they’re the worst we’ve had in years. 
ns- Q The terminals are pretty full, aren’t they? Where 


per can the wheat go? 
A Well, we started about three months ago in Kan- 
nd sas City to talk about using the “mothball” fleet for 
storing the country’s wheat to get it out of the coun- 
-he try and make room for a new crop. And now they’re 
going to store 20,000,000 bushels on the Liberty ships 
in the Hudson River. But that’s just a drop in the 
bucket. They’re pouring it on the ground, saving it 


re until they can build additional cribs, etc., to put it 
to under shelter and get a Government loan on it—then 
in they don’t care if it never moves. Grain has always 
ay been one of our good commodities because of the 


heavy tonnage per car. 











—Harris & Ewing 


ARTHUR E. STODDARD 


Q If you eliminated this snowstorm loss, would you 
be in the red this year? 

A No. 

Q You have other incomes? 

A Oil and coal, etc., which have carried some of 
the load for the Western railroads in the snowstorm. 

Q This 13 to 14 per cent drop you mentioned in 
freight volume on your own line—do you look upon 
that as a temporary condition? 

A We don’t ever expect to get it back. There just 
isn’t the demand in this country for the volume of 
traffic that we’ve been handling, especially 1948. It 
would take another emergency to get anywhere near 
that. 

Q Is the West going to continue to grow? 

A The thought is generally that it is—especially 
(Continued on page 34) 
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the Middle West. We have many more inquiries 
about the Central West now than we did a few 
years ago. 

Q Why is that? 

A A security reason. 

Q Atom-bomb problems? 

A Yes—and power, too. In California, there is 
the power and water question. 

Q Have you laid off people on your road? 

A Yes. 

Q How many? 

A We have about 6,000—out of a total of 48,000. 

Q Well, if a road like yours, which is a No. 1 
railroad, is having these problems, it must be true 
of other railroads, isn’t it? 

A It is. In fact, our headaches aren’t quite as bad 
as some of the others. 


Millions for New Equipment 


Q What about improvements? Are you spend- 
ing a lot of money on them? 

A Yes, we have 65 new sleepers, 50 new coaches, 
and 35 dining cars on order, some of them being 
delivered now. They run better than $100,000 per 
coach, $135,000 for sleepers, $150,000 for a diner. 

Q You feel you need these improvements in 
order to keep the passenger traffic you’ve got and 
Set more? 

A That’s right. 

Q Are you still able to go on placing orders for 
new equipment of that kind? ' 

A Yes. The locomotive and car builders have 
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space and would like 'to have some orders for new 
future deliveries. 

Q You are not going to spend as much next year 
for this? 

A No. When we get what we have on order we 
believe we can take care of our passenger travel 
for the next year or so. 


Headaches in Strike Threats 


Q What about these threats of strikes that are 
appearing out in the Far West? Why is it that we 
see issues on separate railroads and not national? 

A That’s very simple, from my way of looking 
at it. Any time that a labor group can get a presi- 
dential fact-finding board on their property, 
they’re going to gain something. 

Q But I thought they bargained nationally— 
those railroad brotherhoods? 

A No; they build up a bunch of grievances over 
a period of years until they get several hundred 
of them, ard then they take a strike vote. They 
don’t take them to the Railroad Adjustment 
Board, which they should do. I have cases six or 
seven years old—some of them go back to 1944. 

Q Is that true of all the railroads besides your- 
selves? 

A Yes. We have talked to the presidents of the 
railroad organizations about taking all claims that 
we can’t agree on to the Railroad Adjustment 
Board. That will eliminate at least some of our 
headaches insofar as the strike threats are con- 
cerned. 





MAKING UP THE LOAD: Rail freight problems—‘“‘grain isn’t moving,’ crops are being stored; ‘merchandise freight 
is down,"’ merchants’ inventories are being reduced; ‘‘contract trucks are beginning to cut in on long-haul freight.”’ 
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Chicago Research Considers Cookies... 


Cyclotrons 


ACH year, educational institutions in Chicago and 

Northern Illinois undertake millions of dollars 
worth of research for industry. The varied projects range 
from cookies (Chicago is a great food processing center) 
to cyclotrons (Chicago has the largest private enterprise 
in the world for the study of atomic science). 

In an age of rapid technological change, teamwork 
between education and industry is of major importance 
to the industries of Chicago and Northern Illinois. In- 
dustry provides funds, both for basic and applied re- 
search. It also furnishes a vast array of facts developed 
in industry’s own laboratories. Educational institutions 
provide the trained scholars and scientists, the facilities, 
and the objective viewpoint vital to research. Important, 
also, are the unparalleled library facilities of the Chicago 
area, for today library research is a basic prerequisite to 


Synchro-cyclotron being 
installed by Institute for 
Nuclear Studies, Univer- 
sity of Chicago ata cost 
of $2,200,000. 





successful and economical scientific research. 

This research partnership in the Chicago area has 
already been fruitful. New and improved products and 
processes helped arm America during the war. They have 
aided the record outpouring of peacetime goods and 
services since the war. Every user of goods has benefited 
by the improved quality and lower production costs that 
have resulted from research. 

As the volume of research sponsored by industry in 
educational institutions is growing almost daily, it is 
inevitable that it will continue to yield impressive divi- 
dends in the Chicago area. 

The Chicago area’s unique combination—a great educa- 
tional center and a major manufacturing community— 
makes the region increasingly attractive to forward looking 
industrialists. It is the growth area of the nation. 


For further information, write 


TERRITORIAL INFORMATION DEPARTMENT 


Marquette Building— 140 South Dearborn Street, Chicago 3, Illinois—Phone RAndolph 6-1617 


COMMONWEALTH EDISON COMPANY + PUBLIC SERVICE COMPANY OF NORTHERN ILLINOIS 
WESTERN UNITED GAS AND ELECTRIC COMPANY « ILLINOIS NORTHERN UTILITIES COMPANY 


Believing in the advantages of Chicago and Northern Illinois, these companies have been and are concentrating 


solely on the advancement of the territory they serve—cooperating with Illinois agencies having similar objectives. 
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‘Unified’ Joint Chiefs Win Europe to Their Plan of Defense 


But Fail to End Hot Argument of Air Force 


Four top U.S. military men are plan- 
ning the defenses of the entire non-Rus- 
sian world. The four are members of the 
Joint Chiefs of Staff. As a group they are 
surrounded by public dispute and torn by 
inner conflict over the continuing issue of 
strengthening the Air Force at the ex- 
pense of the Navy. 

Three of them, in addition, are just 
back from Europe, where they told mili- 
tary leaders their plans. They have a 
new member and are beginning oper- 
ations under a new law designed to 
tighten the unification of the services. 
The circumstances direct attention to 
the men: 
>» Gen. Omar N. Bradley, one of World 
War II’s great leaders, a plain, modest 
soldier, who sides with the Air Force. 
General Bradley now becomes Chairman 
of the Joint Chiefs. He has no vote, but 
is in a strong position to influence de- 
cisions. 
> Gen. J. Lawton Collins, newly ap- 
pointed Chief of Staff of the Army and 
General Bradley’s successor in that 
post. He can be expected to follow 
General Bradley’s lead in favoring the 
Air Force. 
>» Gen. Hoyt S. Vandenberg, the firm- 
minded, comparatively youthful Chief of 
Staff of the Air Force, who has simply to 
ride the trend of the times with its em- 
phasis on air power. 


> Admiral Louis E. Denfeld, the sharp, 
wary Chief of Naval Operations, who 
finds himself outvoted and so is losing his 
battle to keep the Navy strong in the air. 

As a group, these men are on terms 
of easy, first-name friendliness, old as- 
sociates in many enterprises of both peace 
and war. They have little trouble devis- 
ing an over-all plan for defense against 
Russia that assigns exact responsibilities 
to the U.S. and other nations of the 
North Atlantic Alliance. 

But how the defense duties of the U. S. 
are to be divided among the services still 
is the subject of a seething dispute. Blunt 
overriding decisions by Secretary of De- 
fense Louis A. Johnson have determined 
courses of action, but among the Joint 
Chiefs themselves few, if any, basic is- 
sues have been settled. 

In this atmosphere, the Joint Chiefs 
are dealing with problems that affect the 
security of all democratic nations. They 
are molding the big U. S. military budget 
with its direct effect upon the taxpayer. 
Already, they are differing about the 1951 
budget. The new unification law is chang- 
ing the general setup. 

Who the men are and how they work 
has become important to everyone. 

General Bradley, soft spoken, mild, 
but equipped with vast prestige, will try 
to use his office of Chairman to make the 
services work more closely together. Al- 
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"THE JOINT CHIEFS: IN EUROPE—THE STRATEGY OF ARMS 


vs. Navy at Home 


though he considers land-based air pow. 
er more important than naval air power. 
he is not immovable on the subject, as 
General Vandenberg inclines to be. The 
inner story of the settlement of a recent 
dispute is illustrative. 

The Navy, deprived of the supercar. 


rier it so much wanted, has been insist. 7 


ent upon maintaining at least eight fleet 


<a 





He 


» lievec 


pushe 


j treat 


4 


: 


carriers of the Franklin D. Roosevelt and | 


Leyte classes, General Vandenberg «- 


gued that the money would be bette | 


spent on his Air Force. He wanted all of | 
the Navy’s fleet carriers laid up. 

In this Navy-Air Force deadlock, Gen. 
eral Bradley sought a compromise. He 
thought four fleet carriers would be a 
good number. Secretary Johnson agreed. 
Other types of carrier are to be reduced 
in number, but not discarded. Both 
General Vandenberg and Admiral Den- 
feld are said to be dissatisfied. 

The job of Chairman of the Joint Chiefs 


is created by the new unification law. It | 
gives General Bradley no power of com- | 


mand. He simply presides over sessions of 
the Joint Chiefs. But he is freed of all 
responsibility for the Army, and can de- 
vote all his time to unification at the top 
level of the services. 

As Chairman, General Bradley will be 
in a position to make up the agenda for 
meetings of the Joint Chiefs, to speed and 
perhaps find short cuts in its discussions 
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France’s Jaujard, Britain's Robb, Gen. Vandenberg, France’s De Tassigny, Gen. Bradley, Britain’s Montgomery, Admiral Denfeld 
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and to suggest compromises. But, even 
more important, when the Joint Chiefs 
disagree, as they often do, the General 
apparently will be consulted by Secre- 
tary Johnson and President Truman. He 
has a high prestige with both. 





——— q 

























> General Collins, 53, has been serving 
) as Vice Chief of Staff under General 
) Bradley and so has been in touch with 
) top-level issues at all times. 
air pow. The General has an enviable record 
' Power. of hard-fought campaigns, and is known 
ject, as in the Army as a tough disciplinarian. 
be. The | He commanded the infantrymen who re- 
a recent  jieved the Marines at Guadalcanal and 
} pushed the Japanese into their first re- 
upercar- | treat of the war, and also led the 25th 
n insist. ) Division at Munda and Vella Lavella. 
ht fleet | Transferred to Europe, he landed in 
pelt and } Normandy on D Day at the head of the 
erg ar | Seventh Corps, which spearheaded the 
» better} First Army at Saint-Lo and later broke 
d all of | through the Siegfried Line at Aachen, 
drove across the Rhine and joined the 
k, Gen. Russians at the Elbe. 
ise. He Like General Bradley, although back- 
1 be a @ ing the Air Force, General Collins will 
agreed. @ be concerned to see to it that preoccu- 
educed J pation with big bombing planes does 
. Both @ not deprive the Army of smaller tactical 
1 Den- § craft to support his troops in ground 
battles. This has been a question in the 

Chiefs past, but the AF has given assurance 
law. It § that such planes will not be neglected. 
f com- General Vandenberg is a flier with 
ions of §F g distinguished war record, a man who 

of all listens first and then speaks bluntly and 
an de-@ forcefully, one who believes firmly in the 
he top value of strategic bombing. 

He came out of West Point as one of 
vill be the last tenth of his class, 1924, went into 
da fori the Air Corps and soon was beginning to 
od and make himself known. After the U. S. en- 
issions 
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tered World War II, he went to England 
to help organize the 12th Air Force and 
subsequently moved on to Africa, where 
he was Chief of Staff of the Northwest 
African Strategic Air Force. Still later, in 
Europe, he commanded the Ninth Air 
Force, a tactical force supporting General 
Bradley’s ground troops. 

Not only did General Vandenberg or- 
ganize punishing raids, but he insisted on 
participating in them. He flew more than 
two dozen combat missions. 

Appearances, it is said, are against 
General Vandenberg. He is a trim, hand- 
some, six-footer who looks years less than 
his age. Actually, he is 50 and a grand- 
father. Some have been inclined to at- 
tribute his rise to the fact that Senator 
Arthur H. Vandenberg, a Republican 
powerful in foreign relations, is his uncle. 
But airmen say the General’s war record 
speaks for itself. 

Admiral Denfeld is a minority of one. 
The Admiral serious minded, stern in 
appearance but kindly in his associations 
with others, has tried to be tough, too. 
But, he has been outvoted. Two-to-one 
decisions by the Joint Chiefs, with Gen- 
erals Bradley and Vandenberg voting 
against him, have made it possible for 
the air-minded Secretary Johnson to say 
that his orders have the backing of a 
majority of the Joint Chiefs. Navy people 
regard this as something less than fair. 

At 58, Admiral Denfeld has spent 37 
years as a naval officer. Early, he demon- 
strated a capacity for administrative work 
that has kept him largely to shore jobs. 
Navy men with more years at sea some- 
times express the opinion that a salt-water 
man would be more effective in his job, 
regardless of the fact that he still would 
have only one vote in the Joint Chiefs. 
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E STRATEGY OF DOLLARS 


In World War II Admiral Denfeld 
commanded a battleship division that 
supported the Okinawa landings and 
harassed the Japanese home _ islands. 
Later as Chief of the Bureau of Person- 
nel, he supervised the demobilization of 
the Navy. In 1947 he was Commander 
in Chief of the Pacific Fleet before his 
promotion to Chief of Operations. He 
has just been reappointed to that job for 
another two-year term. 

The Joint Chiefs meet frequently, 
sometimes daily, in a section of the Pen- 
tagon from which visitors are rigidly ex- 
cluded. Often each is flanked by a retinue 
of subordinates ready with information 
on points that may arise. Occasionally, 
however, they meet alone, or are joined 
by Secretary Johnson. 

The tendency is toward informality. 
None of them is given to military pomp. 
But, as discussion grows tense, formality 
and military titles creep in. They are not 
men to indulge in personal anger, how- 
ever. There are no eruptions and only 
infrequently are there any remote indi- 
cations that their feelings may have been 
ruffled. 

In Europe, the older members of the 
group found military men ready to take 
their defense plans. Now, the Joint 
Chiefs are working as a team to obtain 
funds for arming Atlantic Pact nations, 
by appearances before Senator Tom 
Connally’s Foreign Relations Committee 
and other congressional groups. 

After that, however, they will be back 
at their old argument of the Air Force 
vs. the Navy. And Navy people fear that, 
where in the past they have been out- 
voted 2 to 1, they will, under the new 
organization with a Chairman, be out- 
numbered 3 to 1. 
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Special Report. 








(This article represents the result of an — 
extensive research on a problem of oy. 
standing importance in National Affairs.) 


POWER TO BUY: A NEW HIGH 


36,000,000 Families Have Cash or U.S. Bonds 


Most families have enough 
money in the bank to buy what 
they want. Personal savings are 
up, despite fall-off in business. 

Study shows 36,000,000 fam- 
ilies have something put by. The 
group making $2,000-$4,500 a 
year is banking the most money. 

Big savings offer big markets 
for a variety of goods. Customers 
are on hand, ready to buy when 
they see what they like. 


Savings, and the number of families 
with savings, continue to rise even af- 
ter a business downturn. Pent-up buy- 
ing power in savings is at highest level 
in history, with the trend upward. 

U. S. families early this year had a nest 
egg of $127,000,000,000. They had that 
amount in bank accounts and in Govern- 
ment bonds, easily convertible to cash. 
This is the largest reserve of ready assets 
individuals in the U. S. ever have held. 

More people than ever before owned 
shares of this nest egg, too. At the start 
of 1949 there were 36,000,000 families 
with money in the bank or in Govern- 
ment bonds. In 1946, about 35,000,000 
families had such funds laid aside. 

The amount added to U. S. savings ac- 
tually was $2,000,000,000 in 1948, com- 
pared with $5,000,000,000 in 1947. Yet 
more families managed last year to save 
something from income, for emergencies 
or major purchases in 1949, than in any 
previous postwar year. 

The savings situation for people in 
various occupations and at different sal- 
ary levels is explored in a new Federal 
Reserve Board study of “spending units” 
—households in which related persons 
pool their incomes and spending. The 
study was conducted in early 1949 by the 
University of Michigan Survey Research 
Center. It gives a picture of who savers 
are, of those who have not saved and of 
what people buy with savings. 

Clues to markets and buying habits are 
sprinkled through the mass of facts. 

Size of savings is the first market indi- 
cator to be measured. Total current sav- 
ings were found to have grown from 
$125,000,000,000 in early 1948 to $127,- 
000,000,000 in early 1949. These figures 
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include only personal checking and sav- 
ings accounts in banks, plus individuals’ 
holdings of U.S. bonds. Currency is not 
counted, nor insurance policies, equities 
in houses, other securities, other assets. 

At war’s end current savings were cal- 
culated at $113,000,000,000. The FRB 
survey thus shows that, despite rising 
living costs, people in the U. S. continued 
to pile up reserve funds all through the 
postwar period. These funds are a vast 
reservoir of buying power. 

Ownership of savings is another sig- 
nificant market tip disclosed by the sur- 
vey. The relatively few higher-income 


Personal Savings: 
Liquid Assets of $5,000 
Or More Are Held by... 
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people are increasing their savings, and 
purchasing power, faster than any other 
group. 


Nearly half of the bank accounts and 4 


bonds—44 per cent—are owned by 5,000.- 
000 families at the top of the income 
scale, as the chart on page 39 shows, 


They comprise almost as large a market, | 
in reserve buying power, as all the 45, | 
000,000 other families whose incomes are | 
lower. Their needs are more selective, } 


their standards of quality harder to meet. 


But they have the money to spend, when | 


convinced on a product. 

At the same time, the survey proves 
that many. more people own “liquid 
assets” in the lower income groups than 
used to be the case. Nearly 3 out of 4 
families own some part of the savings 
total. Only 14,500,000 families, out of 
50,000,000, are without anything in 
banks or bonds. 


Widespread ownership of 


in months ahead, in buying a car, a 
house, a television set, for example. 
Spending-saving habits of fami- 


lies in different groups are revealed in J 


still greater detail by the investigation. 
The pattern of saving and spending that 
emerges is this: 

The top 5,000,000 families, those 
with incomes above $6,000 a year, in- 
creased their savings in 1948 by $2,150,- 
000,000. They are the obvious market for 
luxuries and expensive utility goods. 

The second-highest 5,000,000 fami- 
lies on the income scale, those making 
between $4,500 and $6,000 a _ year, 
dipped into their savings in 1948. They 
spent, out of liquid assets, $3,530,000,000 
more than they saved. This indicates that 
these families were heavy buyers, but 
that they will have less money to spend 
in 1949. Their savings have been declin- 
ing since early 1947. 

The _ next 25,000,000 families in 
order of income, ranging from $2,000 up 
to $4,500 a year, increased current sav- 
ings as a group. The net rise in 1948 was 
$6,950,000,000. That reversed the trend 
of 1947, when most families in this class 
spent more than they earned. 

Increased savings during 1948 adds a 
big block of spending power to this mass 
market. 

The lowest 15,000,000 families in 
point of income have under $2,000 a year 
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savings J 
means that a great many people who § 
ordinarily need more things have some | 
money easily available. They can use it, J 
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each to spend for everything. Their coi- 
lective savings fell 22 per cent in 1948, 
to the lowest level since the war. Even 
so, the total amount of savings on hand 
remains at an impressive figure—$12,- 
700,000,000. 

The Federal Reserve Board summa- 
rizes savings in this other way also to 
show distribution of purchasing power 
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in reserve: 1,500,000 families have $10,- 
nds 000 or more in bank accounts and U. S. 
bonds; 2,500,000 have between $5,000 
) and $10,000; and 3,500,000 have $3,000 

ss, and J to $5,000. 
y other | Holdings of $1,000 to $3,000 are 
eae owned by 8,000,000 families. About 

an 


a 12,000,000 families have between $200 
9,000,- > and $1,000 in reserve. The remaining 


income 8,000,000 families with some savings 
ho have less than $200 each. 
narket, - 
e Who savers are, by occupation, 
a pi i) stands out clearly in results of the survey. 
ection Business executives and professional 
an men are the big savers. As the chart on 
wil page 38 shows, about 1 out of 5 persons 
in these occupations has $5,000 or more 
Sroves in current assets. Few families in this 
liquid group are without some extra funds. 
; than Retired persons have large savings as 
: be a group, but 1 out of 3 has no savings. 
.vings About 14 per cent have $5,000 or more. 
ut of | Farm operators own some bonds, or 
1 fee bank accounts, in 3 cases out of 4. About 
> 1 in 12 has $5,000 or more in reserve. 
wings i Clerks and salesmen generally have 
wis moderate savings, mostly less than 
some $1,000. About 5 out of 6 have at least 
se it a few dollars in the bank or a few bonds. 
ar, a Only 7 per cent have as much as $5,000. 
Skilled and semi-skilled workers 
fami- make this record: One third have no 
od in savings, one third have less than $500. 
ation. About 5 per cent have savings over 
that $5,000. ” 
Unskilled workers are almost evenly 
those divided—51 per cent have no savings, 49 
, in- per cent have some, with the big majority 
150,- having less than $500. 
>t for What savings buy is the final market 
guide discovered in the data. Approxi- 
‘ami- mately half of the people who reduced 
king their savings in 1948 reported that they 
year, had to dip into savings to pay the cost 
Chey of sickness, or to meet some other emer- 
,000 gency. Almost the same number said 
that they drew down savings partly to pay for 
but a car. Purchase of goods and services 
rend involved in cost of living took some 
clin- savings from a third of the people whose 
savings fell. 
in Other things bought with savings in- 
) up cluded repairs and additions to houses, 
Sav- luxuries and travel, education, invest- 
was ments in real estate or securities and re- 
end payment of debt. 
lass Outstanding feature of savings is 
the continued growth, even when busi- 
Is a ness slackened. Big savings offer big 
1ass markets. High-income families gained the 
most, in buying power and in importance 
in as a market for goods and a source of in- 
ear vestment capital. 
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_ $127 Billion in Buying Power: 





How Liquid Assets Are Divided 
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U.S. BUYING IN JOB-SCARCE AREAS 


Idea: Employment Will Rise With Orders 


Government, as the nation’s 
biggest spender, hopes to ease 
unemployment by buying where 
jobs are scarcest. Orders, not 
work relief, are to supplement 
unemployment insurance. 

New England, hardest hit up 
to now, will draw bulk of the 
aid. But distress areas extend as 
far west as Muskegon, Mich., 
and into the South at Knoxville, 
Tenn. 


Unemployment, serious in some 
localities, is to be treated with selec- 
tive remedies by the Federal Govern- 
ment. There are no present plans to 
revive work programs or to launch a 
special nation-wide program of aid. 

Unemployment insurance is bearing 
the brunt of the problem at this time. 
Benefit payments, flowing out at a rate 
of more than $2,000,000,000 a year, are 
a cushion of income for many who lose 
jobs. Now, a plan is advanced for special 
attention to cities where unemployment 
exceeds 12 per cent of the labor force. 

The idea is that the Federal Govern- 
ment, in spending, will try to siphon dol- 
lars to industries and projects in areas 
where unemployment is acute. Nine such 
areas already have been selected and at 
least two more are likely to be chosen 
soon. The accompanying map shows the 
areas singled out for help at the start. 
Others will be named later. 

How much business the Govern- 
ment can divert to these areas is related 
directly to future orders. Present con- 
tracts, of course, cannot be canceled. But 
a number of possible methods of aiding 
these communities are suggested, 

Invitations to bid on Government 
orders, for example, can be supplied to 
firms in these areas that are not now re- 
ceiving them. John R. Steelman, Assistant 
to the President, is directing the program 
and his office is supplying Government 
procurement agencies with the names of 
firms able to supply Government needs. 

Where identical bids are made, the 
Government can use discretion in placing 
its orders. 

Stockpiling goods before they are 
needed is another possible way to help 
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these distressed communities, Buying can 
be done in advance of needs without ex- 
ceeding yearly budgets. 

Contracts can be negotiated in some 
instances without advertising for bids. 
This is permissible where research and 
development contracts are involved. 

Reconstruction Finance Corp. will be 
expected to give special attention to loans 
to businessmen in the designated areas. 

It is not intended that orders be di- 
verted from communities where unem- 
ployment approaches 12 per cent of the 
labor force. 

The nine areas already designated for 
special attention, plus the two to be 
named later, account for only about 5 
per cent of national unemployment, so 
the program, to be effective, must be 
expanded rapidly to other areas. This 
expansion, if it comes, will be based on 
monthly reports submitted to Mr. Steel- 
man by the Bureau of Employment 
Security. 

Unemployment areas already se- 
lected offer Government buyers a variety 
of products. The extent of unemployment 


Where Unemployment Hits Hardest 





in these areas and what the areas haye 
to sell is shown below. 

New Bedford, Mass. Here is a high. 
ly industrialized area that has had an up- 
employment problem for a couple of 
years. It offers textiles, clothing, electrical 
equipment, machinery, iron and _ steel 
products and rubber products. 

Latest figures showed 13,700 persons 
out of jobs in this area, with 56,600 em. 
ployed. A large part of the work force 
is made up of women. Nine communities 
around New Bedford are included in this 
labor area. 

Worcester, Mass. Industry in this 
area produces a variety of things that are 
used by the Government. There is much 
metalwork turned out here, such as 
machine tools and accessories, forgings 
and castings, and wire and screw-machine 
products. Worcester also is a producer 
of textiles, shoes, clothing, leather prod- } 
ucts and paper goods. ‘ 

Employment in this area began to fall 
off last November and has been declining 
steadily since. There now is a substantial 
surplus of labor here. Latest figures, for 
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ducer That is a brief and accurate description of 
— : U.S. NEWS & WORLD REPORT, the magazine that 
oa : covers an alert, responsive market that buys mil- 
nts Fl lions of dollars worth of machinery and equipment ; 
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, that buys automobiles, insurance, travel and other 
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consumption. 
* 


SPEND YOUR ADVERTISING DOLLARS EFFECTIVELY 


U.S. News & World Report 


WASHINGTON 








* USEFUL NEWS FOR IMPORTANT PEOPLE «x 


(‘Knowledge is Power’’) 














Labor Week 





May, showed close to 16,000 workers out 
of jobs, but the number is believed to 
be considerably higher now. 

Lawrence, Mass. While this area has 
not yet been officially designated as one 
in which 12 per cent or more of the labor 
force is unemployed, it is expected to be 
so designated soon. Worsted and woolen 
textiles are the principal products the 
Government can purchase here. 

Providence, R.1. The entire State of 
Rhode Island is counted as the Provi- 
dence area, since one half to two thirds 
of the factory workers of the State are 
employed in that city. There are 2,220 
manufacturing firms in the area, making a 
variety of products that are used by the 
Government. Chief among these are tex- 
tiles, metal goods, machinery, clothing. 
rubber, food, silverware and jewelry. 

Unempoyment began to be a preblem 
in this area last autumn, and there now 
are 27,000 fewer persons holding jobs in 
manufacturing industries than there were 
a year ago. 

Waterbury, Conn. Unemployment in 
this area of west-central Connecticut is 
5% times as big as it was a year ago, with 
12,000 persons presently out of work. 
This is the largest number of jobless the 
area has had in 11 years. Manufacturing 
plants employ 60 per cent of all workers 
in this region. 

Here, Government buyers are expected 
to seek bids on nonferrous metals, rubber 
products, textiles, chemicals, clocks and 
watches. These are the area’s principal 
products. 

The Waterbury area consists of the city 
and 11 nearby towns. 

Bridgeport, Conn. Industry here is 
diversified and offers a variety of prod- 
ucts to Government procurement agen- 
cies.. Among these are electrical equip- 
ment and machinery, other types of 
machinery, fabricated metals, aircraft 
equipment, and apparel. 

Unemployment, which began to show 
up in November, 1947, has grown stead- 
ily worse here, until it now is at 19,500, 
a peak for the last 11 years. A year ago, 
there were about 6,700 out of jobs. 

Utica-Rome, N.Y. Orders began to 
fall off in this area rather sharply late in 
1948 and early in 1949, and there has 
been little recovery since. The result is 
that around §,000 factory workers now 
are unemployed, a rise of 15 per cent 
from a vear ago. Drops occurred both in 
durable and nondurable goods. Industries 
that would be helped by Government or- 
ders include metals, machinery, textiles, 
iron and steel products, cable and wire, 
and typewriters and office machinery. 

Scranton-Wilkes-Barre, Pa. Labor 
surpluses are not new here. They existed 
even during the war. However, unem- 
ployment has increased sharply since No- 
vember, 1948, until there now are an es- 
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timated 37,000 persons out of work, about 
15 per cent of the total labor force. 

In addition to anthracite mining, which 
employs around 41,000, this area also is 
an important manufacturing center, with 
around 60,500 factory workers. The com- 
munities included in this area would wel- 
come Government orders for clothing, 
iron and steel products, processed foods, 
primary and fabricated metals, rubber 
and leather products, transportation 
equipment and electrical equipment, 
among other things. 

Muskegon, Mich. Here, in one of the 
country’s major foundry centers, unem- 
ployment has been a problem for some 
time. It now stands at close to 12,000 
workers, or close to 25 per cent of the 
total nonfarm labor force. 


Products of interest to Government 


buyers in this area include wire products, 
machine tools, office and laboratory fur- 
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official list of cities with 12 per cent yp. 
employment, but it soon will be. Rayop 
mills provide the bulk of manufactured 
products. 


NEW WAGE FLOORS 
AHEAD FOR INDUSTRY 


A 75-cent minimum wage, as passed by 
the House of Representatives last week 
still is a long way from becoming lay 
Changes probably will be made by the 
Senate and by a joint conference commit. 
tee of both houses. Yet employers and 
workers almost surely can expect some 
important revisions in the Wage-How 
law at this session of Congress. 

Enough of the House version is likeh 
to be retained, however, to make its pro. 
visions important. What the House bil 
would do is this: 
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niture, paper products, electrical ap- 
pliances and_ recreational equipment. 
Automotive, machinery and _primary- 


metal industries employ more than 70 
per cent of all factory workers in the area. 
Knoxville, Tenn. For two years, there 
has been a labor surplus, but the big drop 
in employment has occurred since May, 
1948. Manufacturing employment is 
down 17 per cent. In May, 1949, the 
month of latest available figures, 12,000 
workers were registered for employment 
benefits or receiving them. Many others 
already had exhausted their benefits. 
Products available-include textiles, non- 
ferrous metals, iron and steel, chemicals 
and nonelectrical machinery. 
Cumberland, Md. This community, 
like Lawrence, Mass., is not yet on the 





: ° —Harris & Ewing 
ADMINISTRATION LABOR STRATEGISTS LESINSKI AND TOBIN 
For the wage-hour bill: a long legislative road 


Raise to 75 cents, from the present 
40 cents, the legal minimum wage. The 
great bulk of workers covered by the law 
already are receiving this much or more, 
but the 75-cent rate would increase wages 
for about 1,300,000 workers now getting 
less than that amount. 

Remove from coverage of the lav 
about 1,160,000 workers now protected 
by minimum-wage and overtime provi- 
sions. 

Add 155,000 workers not now 
covered. In this group are 105,000 air- 
line employes, previously exempt from 
coverage, and 50,000 fish-cannery work- 
ers. The air-line workers will receive 
minimum-wage benefits of the law, but 
not overtime benefits, while the fish-can- 
nery workers will receive both minimum- 
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wage and overtime coverage. Workers 

cent un. covered by the overtime provision are en- 

©. Rayon § titled to pay of time and one half for all 
ifactured i hours worked over 40 a week. 

' Exemptions authorized by the House 

| pill specifically apply to workers in a half 

ORS } dozen fields, but the bill goes much be- 
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STRY | yond this in its exemptions by writing a 
| new definition of the types of workers 
‘assed hy covered in all industries. The present law 
st week mm covers all workers holding necessary 
ing law. jobs in production of goods for interstate 
- by the | commerce. The House bill covers only 
commit. | those whose jobs are “indispensable” to 
ers and § production. ie 
ct some 4) Workers not considered indispen- 
ve-How sable include plant guards, typewriter- 
service employes, window cleaners and 
is likely W@ factory-canteen workers, among others. 
its pro | Wage-Hour officials estimate that about 
use bil) Mf 750,000 such workers no longer would be 


covered by the law if the House bill 
carries. 

Logging-camp and sawmill work- 
ers, too, are exempt, provided the opera- 
tion on which they are employed does not 
exceed 12 workers. This exemption will 
apply to about 130,000 lumber and 
forestry workers in small camps, mostly 
in the South. 

Newspaper employes on _ publica- 
tions of less than 5,000 circulation also 
would be exempt. This applies to dailies, 
weeklies and semiweeklies. Present law 
exempts workers on weekly and semi- 
weekly newspapers of less than 3,000 cir- 
culation. 

Commercial laundries, in most cases, 
would be exempt under the House bill. 
This exemption would apply to 30,000 
workers. 

Retail and service establishments do- 
ing 50 per cent of their business within a 
State also would be exempt. That would 
add another 200,000 employes. In addi- 
tion, the House bill exempts 25,000 man- 
ufacturing workers who are employed 
by retail firms. 

Nonprofit irrigation projects are 
another group exempt by the House. This 


resent @ exemption would apply to 15,000 persons. 
. The What happens to wage-hour legisla- 
e law tion in the Senate remains to be seen, but 


more, 
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otting 


the House bill represents only a partial 
victory for President Truman. He got the 
75-cent minimum he wanted, but he also 
asked that additional workers be covered. 
What he got was a flock of exemptions he 
did not want. Administration men who 
led the fight for the Truman program, 
such as Secretary of Labor Maurice 
Tobin and Representative John Lesinski 


> Jaw 
ected 
yr OVi- 


now 


, ale (Dem.), of Michigan, now are expecting 
nal that the legislation will be rewritten to 
VOrK- 


suit them when the final drafting is done 


ceive B : 

but in a Senate-House conference committee. 
wu e ° C 

~ Mr. Lesinski, as chairman of the House 


a Labor Committee, will have a hand in 
» that final draft. 
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The M. & St. L. 


Specialist in Transportation 
of Great Grain Crops 


IN 1948, the United States harvested 
the greatest corn crop in history— 
3,650,548,000 bushels. This was more 
than half again as large as the relatively 
short crop of 1947. 


Of last year’s stupendous corn crop, 
1,620,050,000 bushels or 44 per cent 
was produced in the four Midwest 
States in which the Minneapolis & St. 
Louis Railway is a big-scale carrier of 
grain. Iowa, the No. 1 corn state, har- 
vested 666,730,000 bushels; Illinois, 
549,793,000; Minnesota, 272,055,000; 
South Dakota, 131,472,000. 


Conditions today forecast another 
huge corn harvest in 1949, creating 
new wealth for Midwest Farmers and 
new prosperity for their communities. 


As in each year for more than three- 
quarters of a century, much of this corn, 
the foods and feeds made from it and 
the livestock fattened on it will be 
transported by the M. & St. L. 


Since 1871, efficient transportation 
of grains and other products of agricul- 
ture has been a specialty of the M. & St. 
L. Today, this modern railway is better 
equipped than ever before to maintain 
its long reputation for 


FAST DEPENDABLE FREIGHT SERVICE 
@ To Growers and Shippers of Grains 
and Livestock 


@ To Manufacturers and Distributors of 
Foods and Feeds 
am 


Te Minneapolis & St. Louis Zacuay 


General Offices: Northwestern Bank Building Minneapolis 2, Minn. 
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STOCK MARKET GETS KIND WORDS 


Reserve Head Calls for Wider Investment 


Plans to restart the boom are 
showing up in Government. New 
attitude toward stock market is a 
sign of the trend. 

Easier taxes, campaign to 
make common stocks popular, 
other devices are offered as ways 
to get people to invest more. 

Tax changes are out for this 
session. Kind words from Gov- 
ernment about business may im- 
prove the market. 


A better climate for the stock mar- 
ket is being promoted actively by the 
U.S. Government. Official agencies, 
which until recently were holding a 
damper over investment in equity 
securities, now are talking openly of 
measures to induce the public to 
invest. 

Latest sign of this shift in official 
thinking comes in a set of proposals sub- 
mitted to Congress by Thomas B. Mc- 
Cabe, Chairman of the Federal Reserve 
Board. Mr. McCabe, disturbed over what 
he calls the public’s “apathy to risk tak- 
ing,” declares: “Clearly its persistence is 
to be viewed with concern.” 

He proposes, among other things: 

Tax relief, under a formula designed 
to encourage people to invest. 

Insurance-company investments, on 
a bigger scale, in equity securities. This 
would require changes in State laws that 
restrict such investments. 

More aggressive selling of common 
stocks, along with a campaign to inform 
the public about business and investment 
opportunities. 

New financing agencies, such as 
private financing companies, special com- 
munity funds and capital banks, to chan- 
nel savings into business enterprise. 

The McCabe plan, coming on top of 
other recent developments that indicated 
plans were being laid for a new boom, 
confirms the shift in thinking. Mr. Mc- 
Cabe called his report a “personal state- 
ment.” However, he expressed views 
known to have wide support in the Fed- 
eral Reserve Board, in other Government 
agencies and in Congress. 

Taxes at current levels, in the FRB 
Chairman’s opinion, are affecting the in- 
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dividual’s incentive to invest. To help 
correct that situation, he proposes a broad 
overhauling of tax laws. 

Individual tax cuts get top position 
in his program. He told Congress a reduc- 
tion in rates, especially in upper brackets, 
would tend to attract private savings into 
the equity market. He pointed out that 
the 10 per cent of individuals with in- 
comes above $6,000 a year hold more 
than half the country’s total of individual 
savings (see page 38). This is the group 
that bears the highest tax rates. 

Congress is getting into a mood to cut 
individual tax rates. The limiting factor 
is the federal budget, already far out of 
balance. The personal income tax is the 
biggest single source of federal revenue. 
It may be 1951 or 1952 before major cuts 
can be made in these taxes. 

Double taxation of dividend income 
draws sharp criticism from the FRB 
Chairman, who declared: “There is little 
reason on equity grounds to tax both the 
corporation and the individual investor 
on the same income.” He said the prob- 
lem could be solved in one of two ways: 


By permitting corporations to de- 
duct from their incomes, for tax pur- 
poses, the dividends they pay to 
stockholders. The corporate tax then 
would apply only to undistributed 
profits. 

By allowing the stockholder, on 
his personal tax, a credit for taxes 
paid by the corporation. 

Mr. McCabe recognizes that either of 
these plans would be costly in revenve, 
However, he declared that “the poten 
tialities for stimulating productive inves 
ment of equity capital are sufficiently 
promising to warrant such action.” 

This problem, more and more, is get- 
ting attention in Congress. There ap- 
pears to be a good chance of some relief 
in 1950—perhaps a partial credit to stock. 
holders for taxes paid by corporations. 

Averaging of earnings by business 
on a more liberal scale is suggested by 
Mr. McCabe as a means of encouraging 
direct investment by owners of small en- 
terprises. This proposal has Mr. Truman's 
support. Tax laws now permit a two-year 
carry-forward and a two-year carry-back 
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California’s wealth is found in many forms! 


GREEN GOLD... for the salad bowl of the nation! 


SE ituce, the green gold of modern California, flourishes in 
endless acres beneath the wealth-producing California sun. 
With other truck crops, it accounts for more than $250 million 
a year in farm income. 

Large scale California farming today requires sound busi- 
ness administration, costly equipment and capital. For capital 
the California farmer turns naturally to this bank, where for 
years he has found a ready source of timely credit and a real 
understanding of his planting, harvesting and marketing 
problems. 

Through Bank of America’s statewide system of branches, 
this credit is made available to farmers and businessmen alike 


. .. Whenever needed . . . wherever needed. This is just one of 
the many ways in which this bank contributes to the growth 


and to the wealth of California. 


Bank of America invites you to come to California this Ceritennial year. 
And when you travel, wherever you go, carry Bank of America Travelers 


Cheques. They're acceptable all over the world. 


Bank of America 


NATIONAL fRUSTAS2 ASSOCIATION 
California’s Statewide Bank 


Member Federal Deposit Insurance Corporation « Member Federal Reserve System 





SAN FRANCISCO + LOS ANGELES * LONDON -s 





MANILA °« 


TOKYO «© YOKOHAMA «+ KOBE «+ SHANGHAI 















If you ship on Credit 


Important Assets may be 
fot] My ay (-))) eee eT | 
--- but NOT Out of Danger! 


ee the time credits are approved 
and goods are shipped . . . and the time 
your customers pay you . . . many unforesee- 
able events can occur to turn your good credit 
risks into bad debt losses. To name a few: 
shifts in public taste, new inventions that 
render products obsolete, wide price fluctua- 
tions or other economic changes, labor dis- 
turbances, new government restrictions, glut 
of foreign goods, etc. 


Your Accounts Receivable 
Should Be Insured 


Manufacturers and wholesalers in 150 lines 
of business who insure their plant, equipment, 
inventory, cash, etc. ... have completed their 
program of protection with American Credit 
Insurance. It guarantees payment of ac- 
counts receivable . . . pays you when your 


customers can’t. 


American Credit policies enable you to 
select coverage to fit your needs. You may 


NUL AAGS 





AR CRED, 





‘ 


insure all accounts . . . a selected group of 
accounts ... just one account. Your accounts 
receivable are valuable assets at all times... 
should be protected at all times. 


Send for Book, “Why ‘Safe’ 
Credits Need Protection” 


lt contains valuable facts for you, your 
treasurer and credit manager—discusses the 
nature of credit, unpredictable events which 
result in losses despite diligent investigation, 
etc. It also gives information about American 
Credit Insurance. No obligation. Simply 
phone the American Credit office in your 
city or write: AMERICAN CreEpIT INDEMNITY 
Company oF New York, Dept. 44, First 
National Bank Building, Baltimore 2, Md. 


PRESIDENT 


AMERICAN 
CREDIT INDEMNITY 


COMPANY 
= oF New York & 
hie 








GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


ss 8 OFFICES IN PRINCIPAL CITIES OF THE 
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of business losses. In other words, a busi. | 
ness that shows a loss in 1949 can offset [9 


that loss, for tax purposes, against any 
profits earned in 1947, 1948, 1950 and 
1951. Some revision of this system jg 
likely in 1950. 

Faster depreciation of plant and 
equipment, under tax laws, is seen by the 
FRB Chairman as-a way of stimulating 
business investment. Many in Congress 
agree with him that a drop in capital 
outlays would be cushioned in years im. 
mediately ahead if businesses were per. 
mitted to write off these outlays more 
rapidly. Both Britain and Canada liberal. 
ized their depreciation systems this year, 
U.S. may follow suit in 1950. 

Capital gains and losses, Mr. McCabe 
told Congress, need study. He pointed 
out that some of the objections to the 
capital-gains tax might be satisfied if in. 
dividuals were permitted to average their 
capital gains and losses over a number of 
years. The odds are against any major re- 
vision of this tax in 1950, although there 
is talk of shortening the “holding period” 
from six months to three or four months, 
Under present law, the capital-gains rate 
applies to profits realized from the sale 
of property held six months or longer. 
Shorter-term gains are taxed at regular 
income rates. 

Tax-exempt status of State and mu- 
nicipal bonds and of investment income of 
life-insurance companies is questioned by 
the Federal Reserve head. He declared 
in his report that this favored treatment 
has drawn the savings of many wealthy 
persons out of common stocks and into 
tax-exempt securities and insurance poli- 
cies. 

Any early change in the tax position of 
State and municipal bonds, however, is 
not in sight. There may be a revision in 
the tax formula for insurance companies, 
which now has the effect of giving them 
a virtual exemption. This question is un- 
der study by the U.S. Treasury and the 
insurance companies. 

Life-insurance money and funds 
invested in mutual savings banks and 
savings and loan associations, Mr. Mc- 
Cabe believes, should not be overlooked 
in the search for new equity capital. The 
public put $6,000,000,000 into these 
investments in 1948 alone, and $48,000,- 
000,000 in the last 15 years. 

The FRB Chairman suggests. that re- 
strictions on investments by such institu- 
tions may now be out of date, and 
recommends that the feasibility of modi- 
fying the laws be explored. 

He argues that, by making careful and 
diversified investments, insurance com- 
panies can put more money into equity 
securities without taking undue risks with 
the public’s savings. Also, he contends 
that wider ownership of stock by insur- 
ance companies need not lead to domina- 
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Et 
tion of industry by these companies. As 
, safeguard, he mentions the possibility 
of limiting the amount an insurance com- 
pany is permitted to invest in a single 
enterprise. 
Behind the troubles of the equity 
market, as the FRB Chairman sizes up the 
situation, 2ve a number of factors. In his 


Te@tlartiats: Carn AnGae 
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> view: 

| Desire for security on the part of 
many people outweighs the desire for 
profit from investments. 

High taxes discourage risk taking, 
drive many into tax-exempt securities. 

Small dividends, relative to earnings, 
keep some investors out of the market. 

Lack of knowledge about the stock 
market, on the part of many potential 
investors, is given as one of the major 
troubles. Here is where the suggested bet- 
ter selling job comes in. 

Debt financing often is more attrac- 
tive to the corporation than equity financ- 
ing. Interest is deductible from income 
for tax purposes. Dividends are not. Fur- 
thermore, for a big, well-established cor- 
poration, interest usually involves far less 
money than dividends. 

Mr. McCabe thinks business and Gov- 
ernment together can overcome most of 
these difficulties, can assure a steady and 
adequate flow of savings into equities. 

The stock market, though continu- 
ing its ups and downs, has shown more 
strength in recent weeks. This strength 
is credited, in part, to a changing at- 
titude on the part of Government. On the 
day Mr. McCabe’s report went to Con- 
gress, the stock market took another im- 
pressive turn for the better. It remains 
to be seen how far Government is willing 
to go in setting the stage for a healthy 
market. 


NEW PLAN EXPANDS 
BENEFITS FOR AGED 


An expanded program of old-age in- 
surance, with higher pay-roll taxes and 
higher benefits, is being made ready for 
enactment in election year 1950. 

A bill to do that may be passed by the 
House before the current session of Con- 
gress adjourns. It is not likely to get 
Senate action before next year. 

What to expect of the new program 
can be measured by examining the bill 
just approved by the House Ways and 
Means Committee. Changes before enact- 
ment probably will be only in details. 

Taxes, under the proposed law, will 
rise gradually between now and 1970. By 
that time, rates are scheduled to be more 
than three times the current level of 2 
per cent—half each on employer and 
employe. 

Next January 1, the rate rises from 
2 per cent to 3 per cent, shared by em- 














































| gotta admit dis fence has its points!” 







LANT executives also grant that a 

Cyclone Chain Link Fence has its 
points, but to them, they are all good 
ones. Effective protection for property 
and equipment. Complete “entrance and 
exit control” that forces everybody to 
enter and leave at designated places. 
Special features of design, construction 
and installation that assure long fence 
life. 

Send for our free book, “Your Fence.” 
After reading it, you'll understand why 
Cyclone stays taut and true even under 
the most difficult conditions of climate 


U-S‘S CYCLONE FENCE 


oe oe ae ee oe ee oe oe oe oe oe eee ae oe oe, 
Cyclone Fence, Waukegan, IIl., Dept. E-89 

We'll send you our free, 32-page book on fence. It’s full 
of facts, specifications, illustrations. Shows 14 types of 
fence. Before you choose any fence for your property, 
get the facts about Cyclone. 
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Interested in fencing: [] Industrial; [1] School; [) Playground; [) Resi- 


Ad salad a aie 50 0bad veld cc cee hGad cc ed esees feet. i 


dence. Approximately ... 


why Cyclone is the 


and terrain... 
world’s most widely-used property pro- 
tection fence. 

Then, even if your plans are only in 
the “talking about” stage, our sales en- 
gineers are ready to discuss your prob- 
lems—without obligation. And no mat- 
ter what project you may have in mind, 
please remember: No job is too large— 
no job is too small for Cyclone. 


CYCLONE FENCE DIVISION 
(AMERICAN STEEL & WIRE COMPANY ) 
WAUKEGAN, ILLINOIS BRANCHES IN PRINCIPAL CITIES 
UNITED STATES STEEL EXPORT COMPANY, NEW YORK 












CAN YOU AFFORD 
OFFICE FATIGUE? 


Uncomfortable chairs produce fatigue— and 
fatigue in the office means LOW efficiency, 
HIGH overhead. Harter posture chairs 





help employees work faster and more 
efficiently by keeping them comfortably 
seated throughout the day. 


Every Harter posture chair is fully 
adjustable to the individual requirements 
of the worker. Occupants adjust the seat 
and back to their own comfort, by means of 
simple hand-wheel controls. Harter’s curved back 
rest fits snugly in the small of the back, makes 


erect and healthful posture as natural as breathing, ~ 


Harter builds posture chairs for all seated 
employees. See the many fine executive and clerical 
models at your Harter dealer’s. 


Free Booklet 

“Posture Seating Makes Sense” explains how Harter posture 
chairs increase efficiency in the office. Send for your free 
copy of this informative and entertaining booklet. Write 
Harter Corporation, 408 Prairie Avenue, Sturgis, Michigan. 


W HARTER 


2. RS 4°53 MicwHtiGaAwntN 


POSTURE CHAIRS ~ STEEL CHAIRS 





MODEL E-32R 
FOR STENOGRAPHERS 








a how to apply power and gravity 
conveyors to besta ne for your needs 
is equally as important to Standard as designing 


and building them well. G 


An experience record of more than 40 years 
—serving all classes of industry and business— 
heavy duty or light—handling steel or cos- 
metics—qualifies Standard to be of service to 
you. 

Call on Standard for any conveyor require- 
ment—an engineered system—a portable unit— 
a light pia section of roller conveyor. 
STANDARD CONVEYOR COMPANY 

General Offices: North St. Paul, Minn. 
Sales and Service in Principal Cities 


Engineered Conveyor Systems — Portable Conveyor 
Units — Spiral Chutes — Pneumatic Tube Systems 
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we Electric & Mfg. Company 
SS Write, telling us 
2 what you make 


or handle. We will 
send literature 
showing Standard 
Conveyors in use 
in your business. 


Address Dept. US-89. 


CONVEYORS 
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ployer and employe. This is automatic 
under present law. 

In 1951, under the bill expected to 
become law in 1950, the rate goes to 4 
per cent, equally divided. At the same 
time, the tax becomes applicable to the 
first $3,600 of income. It now applies to 
only $3,000. 

In later years, the tax continues to 
rise. It goes to 5 per cent in 1960, to 6 
per cent in 1965 and to 6% per cent in 
1970. The tax will continue to be split 
between employer and employe. 

For self-employed persons who are to 
be added to the program, the rate starts 
out at 2% per cent, then rises to 3 per cent 
in 1951, to 3% per cent in 1960, to 44 





es 





—Black Star 
THE DOMESTIC WORKER 
... retirement pay at 65? 


per cent in 1965 and to 4.875 per cent in 
1970. These rates are to apply against the 
first $3,600 of income. 

New groups to be added to the insur- 
ance system include around 11,000,000 
persons. They are about 4,000,000 busi- 
nessmen and other self-employed persons, 
4,000,000 State and _ local-government 
employes, 600,000 employes of nonprofit 
institutions, 750,000 domestic workers, 
100,000 federal employes not now cov- 
ered by retirement systems, 50,000 mis- 
cellaneous workers and 500,000 to be 
brought in under a broader definition of 
the term “employe,” including commis- 
sion salesmen, some taxi ‘drivers and 
others. 

Lawyers, doctors and other profes- 
sional men, except those working for sal- 
aries, are excluded. So are farmers, farm 
workers and ministers. State and _local- 
government employes will be brought in 
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itomatic only in cases where States enter into an 
agreement with the Federal Government. 

cted to Benefits are raised by about 80 per 

es to 4 cent on the average. ae = 

© same Minimum monthly benefit is increased 

* to the from $10 to $25. aan 

plies to Maximum benefit for a family is raised 
from $85 to $150 a month. 

nues to Retirement age remains at 65 years. 

0, to 6 After retirement, a person can earn as 

cent in much as $50 a month and still draw his 

split benefits. Under present law, a person 
loses his benefits if he earns more than 

are to $14.99. The new bill provides that after 


starts retired worker reaches 75 he can draw 
. || his benefits regardless of earnings. 


er cent |B Rosie: ? 
to 4 j Permanent and total disability will en- 








-—Ewing po a 7 
THE DOCTOR 
... Still outside the program 


nt in title a person to the same benefits as if 


t the he had retired. 

In figuring the amount. of benefits to 
sur- which a person is entitled, the average 
000 wage will be calculated on the whole 
busi- period of the Social Security program or 
sons, on only the period after 1949, whichever 
nent is more favorable to the worker. 
rofit To protect veterans, a provision is in- 
ers, cluded to assume, for purposes of the 
Cov- Social Security system, that for the whole 
mis- period of military service they earned 
. be $160 a month in covered employment. 

n of The new program, as set up in this 
mis- bill, goes a long way toward the old-age 
and insurance proposals submitted by Presi- 

dent Truman early this year. New insur- 
fes- ance- programs urged by Mr. Truman 
sal- have found less support in Congress. 
um These are systems of health and tempo- 
cal- rary-disability insurance. Enactment of 
t in these programs in 1950 seems doubtful. 
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“playin 
P "bridge : 


with freight cars... 


You pick up a bridge hand of thirteen mixed cards, then 


- sort them into suits; clubs, hearts and so on. 


> 


There's a parallel between those mixed cards and a train 
of mixed freight cars pulling into a Union Pacific classi- 
fication yard along the main line. 


Those cars are bound for various destinations and the 
classification yard is where they are sorted and grouped 
according to their respective destinations. 


After being taken out of the train, the cars are pushed 
by switch engines to the top of a long incline. There the 
force of gravity takes over. Singly or in groups, the cars 
roll down the other side of the incline, their speed con- 
trolled by electrically operated “retarders.”’ 


Also by remote electrical control, they are directed onto 
one of a series of classification tracks. Thus, all cars bound 
for individual terminals are grouped on separate tracks. 
Classification yards cut normal switching time in half thus 


speeding up the delivery of fresh fruits, vegetables and 
other commodities which add to theénjoyment of living. 


UNION PACIFIC RAILROAD 
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"Reading this book, 





saved us thousands 






of dollars!" 








Not until you read this informative, 20-page booklet, will you realize 
the savings that National Systems provide. 

Concerns of every size and type report savings that often pay 
for the installation the first year—thanks to National’s exclusive 
combination of advantages. 

See for yourself how National Mechanized Accounting saves 
writing thousands of figures—on some jobs two-thirds of the 
posting is done automatically. 

See how it saves money, time, and stationery...speeds collections 
...avoids peak loads and overtime...prevents errors 

Get this FREE --. builds good will. See how working conditions are 
Satie deameteeel improved, and clerical costs reduced. 
representative. Or, writete Your local National representative—a systems 
the Company at Dayton 9, Ohio analyst—will gladly show you what you can save. 


THE NATIONAL CASH REGISTER COMPANY 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Tinge of business optimism is not by any means a rosy glow yet..... 

Underlying caution still colors most decisions. 

Business buying still is pretty much a hand-to-mouth affair. Inventories 
of Slow-moving goods are being sweated down. 

New orders are appearing in greater volume, but they apparently are mainly 
intended to fill up blank spots on store shelves. 

Manufacturers fret because of hurry-up orders of this type. More orderly 
buying would make production schedules easier to work out. 

Bank loans reflect business whims. Up one week, down the next. 

Stock market likes the looks of things, iS up 12 per cent in two months. 














Our reports from the Middle West indicate these trends: 

Production is picking up in some lines, such as refrigerators, washers, 
small motors. Automobiles stay strong, feeding on surprising demand. Midwestern 
steel operations, tied closely to auto output, are above the national rate. Farm— 
machinery makers, though, aren't happy about sales trends. 

Rise in unemployment is slowing down. 

Sales this autumn are expected by large retailers to be 15 to°20 per cent 
lower than last autumn. Big mail-order houses are carrying below-normal stocks. 
There's little disposition to take chances. 


All over the country, there seems to be lesSs concern about prices..... 

Prices, on an over-all basis, are expected to continue giving ground slowly. 

Wage dollars, as a result, will stretch further. Fourth-round wage raises, 
where granted, will not amount to much in the whole picture, are not likely to 
give much upward push to industrial prices. Improving productivity of workers 
will tend to offset any likely wage increases. 

Big crops will keep farm and food prices on the downward path, despite large- 
scale support operations looming for the Commodity Credit Corp. 
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When it comes to things to fill your market basket: 

Meat prices should be coming down soon. Most of the decline will be in 
pork. Beef and lamb may lag. Plentiful feed, now at hand, means more meat. 

Chickens and turkeys should continue lower in price than last year. 

Lard prices should work lower this autumn, as the big pig crop comes to 
market. Other fats and oils will be in near-record supply for the 1949-50 season. 

Egg prices will start down late in the autumn. 

But dairy products generally may go up a bit in price. Cheese and butter 
prices are to reflect higher support levels. Milk output drops in the autumn. 

Potato crop is smaller this year. But prices reflect weaker demand. 

Fruit prices, except citrus, are headed for a tumble. Canned fruit next 
year will reflect these lower prices. Citrus crops are unusually small. 

Don't expect food prices to drop sharply. Too many of the basic foods are 
Government supported for that. But big crops will give prices a downward nudge. 











Here's the way crops looked August 1 to the farm experts: 

Crops, as a whole, this year are to be the second best in history, not 
quite equaling the record levels of 1948. 

Corn crop, at 3,538,000,000 bushels, is 3 per cent below the 1948 record. 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Wheat will total 1,132,000,000 bushels, fourth largest crop on record. 
Cotton is suffering from poor weather and boll weevils but looks now like 
14,805,000 bales, slightly below 1948 but 31 per cent above the 1938-47 average. 
Rice apparently will chalk up a new record this year. 

Tobacco will be above 1948; potatoes and peanuts, below high 1948 levels. 
Farm surpluses again are going to have to be reckoned with in a big way. 





Rise in freight rates is to add about $293,000,000 a year to rail revenues. 

But the railroads, on September 1, must put their nonoperating workers on a 
40-hour week. Cost of this move will be around $380,000,000 a year. 

Net income of Class I railroads in the first half is estimated at about 
$173,000,000, compared with $262,000,000 a year earlier. 

Carloadings recently have been running 18% per cent below the 1948 levels. 
For the first seven months, they were off about 1l per cent. 

Coal shipments are way off, reflecting restricted output and mine strikes. 

L.c.l. and miscellaneous loadings have also lagged this year, as business- 
men cut down their orders and shipments and lived off their fat. Recently these 
types of shipments have been picking up. 

Since the war the ICC has granted a whole series of rate increases to the 
railroads, as they raced to keep up with rises in operating costs. Rates have 
been increased 57 per cent since June 30, 1946, boosting annual revenues of the 
roads by some $3,100,000,000. Last week's increase is probably not the last. 




















Continuation of the building boom seems to be in the cards..... 

Construction by the end of this year may well be back to record levels. 
That's the estimate of the Department of Commerce. 

Home building, lagging in the first half, is staging a comeback, getting 
close to record levels. 

Public construction hitherto this year has been the sustaining force in 
the building picture. New flood of public works is ahead as Washington and 
local governments take the wraps off more of their pump-priming projects. 

Public-housing program is just getting up steam. Plans call for 810,000 
units of low-rent housing to be put up in six years. Probably building will 
begin on about 50,000 units in the next 12 months. : 

Easier credit seems to be ahead for private builders, if Congress pushes 
through legislation now under discussion. It's quite possible that Congress 
won't get around to taking action until next year. 

Mortgage credit would be made available to veterans, farmers, others on 
better terms than now can be had. Housing co-ops would get direct loans. 
There's quite a fight in Congress about including co-ops. 

Banks, other lenders would be assured of a secondary market for insured 
mortgages up to $3,000,000,000, instead of the present $1,500,000,000. 

Insured FHA mortgages would have higher limits, better terms. 

Builders should do well in the federal "reflation" program. 























Next year is the earliest to expect tax revisions..... 

Thorough overhauling of taxes, promised for several years, may actually be 
seen next year. Changes in administrative provisions are probable. 

Rate changes will depend on business conditions mostly. 

Upper-income brackets may get a little relief, even if business is not 
picking up. Idea would be to stimulate capital investment. 

Double taxation of dividend income is due for some correction. 

Devreci>7tion allowances may be raised to reflect higher replacement costs. 














Excise taxes are slated for earlv attention. Likeliest candidates for cuts 
are those on jewelry, furs, luggage, cosmetics, amusements, rail, air and bus 
tickets, telephone and telegraph messages. The tax on freight will be removed. 

Luxury industries hoped for excise cuts this year. But hopes are fading. 
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on a cent’s worth 


*See how you can cut your record- 
keeping costs through the magic of 
Recordak microfilming! 

You can record 18 business-size 
letters—or an even greater number 
of smaller papers—on just one cent’s 
worth of film. 

You can reclaim 99% of your filing 
pace ... put 7000 letters, for example, 
ma roll of film no larger than your 
palm. And each tiny image on the roll 
can be viewed sharp and clear... 
enlarged in the Recordak Film Reader. 

You can eliminate errors in tran- 
scription, confusing abbreviations . . . 
record documents with photographic 


=RECORDPK 


(Subsidiary of Eastman Kodak Company) 


"Recordak” is a trade-mark 





... you can record 18 lette 


originator of modern microfilming— 
and its application to business systems 

















of film... 


accuracy and completeness. And do it 
with amazing speed—60 or more docu- 
ments per minute when you feed by 
hand... up to 125 per minute when the 
Recordak Automatic Feeder is used. 


A 7 r 


Such magic has simplified record- 
keeping routines . . . with important 
savings in time, labor, dollars . . . in 
65 different types of business, in thou- 
sands‘ of concerns. And the chances 
are it can do the same for you. Check 
and see! Write today for the full story. 
Recordak Corporation (Subsidiary of 
Eastman Kodak Company), 350 Madison 
Avenue, New York 17, N. Y. 








Control! 


The knuckle ball, floater, curve — 
they all capture public imagina- 
tion. But over the years, the pitcher 
with the best winning record is 
the one with control. 

That’s how it works with invest- 
ing, too. “Good things” and “hot 
issues” may cause a lot of talk, get 
a good play in the press, or attract 
impetuous followings. But the suc- 
cessful investor uses a lot more 
control. He looks for the facts 
bebind headlines . . . studies a com- 
pany “outside and in”. He rarely 
rushes to buy —and never loses 
control later. He keeps careful 
check on the stock he owns . . . al- 
ways makes sure that his holdings 
are in balance—and that, taken to- 
gether, they’re the best possible 
combination for his objectives. 

That’s the kind of investor we 
like to help. Our Research Divi- 
sion is always happy to supply the 
facts needed for sound decisions 
... always glad to send a seasoned 
analysis of your current holdings, 
or to prepare a sensible investment 
program for any sum, any objective 
—whether liberal income, safety, 
or price appreciation be your pri- 
mary goal. 

There’s no charge for these serv- 
ices, no obligation. If you think 
they might increase your invest- 
ment control, they’re yours for the 
asking. Just call our nearest office, 
or write— 
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MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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A code of fair practice for automobile 
dealers is being planned. The code, to be 
shaped by the Federal Trade Commis- 
sion, is designed to assure buyers of auto- 
mobiles that the financing of their pur- 
chases is not padded with unnecessary or 
hidden charges. 

Automobile dealers, manufacturers, 
finance companies and banks are being 
invited to send representatives to a Trade 
Commission hearing on September 15. At 
that time, they will discuss the details of 
what the Government has in mind. They 
also will be able to make suggestions on 
trade-practice rules. The meeting is pro- 
moted by evidences that there often are 
overcharges in financing auto buying on 
the installment-payment plan, or that a 
purchaser is not fully aware of what he 
is getting into. 

Out of this conference FTC will get 
the facts. It then will try to get an agree- 
ment among all concerned on rules to 
govern sale of cars on credit. The Trade 
Commission hopes to have widespread 
compliance with the rules on a voluntary 
basis. But it also will have powers to take 
action against those who refuse to go 
along. 


What actually is the problem? 

The problem grows out of complaints 
that many automobile buyers are being 
overcharged on their financing. These 
overcharges might run from a few dollars 
to several hundred dollars on a car. The 
buyer is given no breakdown of costs and 
charges, so that he cannot tell just where 
these are being padded. (FTC points out 
that many dealers do not engage in over- 
charging practices. ) 


Just how is an overcharge made? 
A typical complaint is provided by a car 
costing, say, $1,800. The buyer turns in 
his used car for $800 on a trade-in and 
pays another $200 in cash. That leaves 
$800 still owed. He is told that his 
monthly payments will be $66.67, to 
cover installment payments, finance 
charges and insurance. These charges are 
not itemized, and it takes him 18 months 
to pay. Actually, his total payments, to 
make up the original $800 balance, come 
to $1,200. That means that he is paying 
$400, a small part of which is insurance, 
as carrying charge on $800. Had the 
finance charge been 6 per cent, he would 
have paid only $72 for the 18-month 
period. 


What can be done about such over- 
charges? 

The plan is to get auto companies, 

dealers, finance companies and banks to 


We've Been Askeds 
ABOUT AUTO-FINANCING CODE 





agree to a uniform set of rules for selling 
cars on installments. A number of other 
industries already have such trade-prae. 
tice rules. 


What kinds of rules are proposed? 
Here are some of the main things being 
considered. A car buyer would have to 
be given a complete breakdown of 
charges. This would show exactly the 
total cost of his car, the amount given ip 
a trade-in for an old car, the finance 


charges, the itemized cost of any acces. | 


sories, the cost of insurance and exactly 
what is insured, as well as the amount 
and number of monthly payments. In 
addition, the buyer would have to be 
given copies of his installment-payment 
contract and his insurance contract. With 
a little figuring, he could tell just what he 
is paying for each item and whether he 
is being overcharged. 


Must such an agreement be volun- 
tary, or could it be enforced? 


The first phase of a code for an industry | 
is voluntary, with dealers and _ others § 
agreeing to co-operate in following the } 


rules. The Federal Trade Commission 
is counting on that to bring wide com- 
pliance by dealers and financing insti- 
tutions. But that’s not all. The rules 
really will be binding on all dealers, re- 
gardless of whether they take part in 
the conference or agree to comply with 
the rules. 


Is there power to enforce auto trade- 
practice rules? 
There is. FTC has powers under the 
Federal Trade Commission Act to deal 
with unfair and deceptive trade _prac- 
tices. It often can take drastic action 
against those in an industry who ignore 
trade-practice rules. 


If the rules are violated, what can 
be done? 

Sometimes a noncomplying dealer first 
would be asked to follow the rules. If he 
refused, FTC could issue a formal com- 
plaint. This could be followed by a hear- 
ing and a cease-and-desist order. The 
dealer then could appeal to the federal 
courts. If he loses his appeal, he might 
get into real trouble by not complying. 
Each violation of an FTC final or- 
der, in some cases, can bring a penalty 
of $5,000. 


Would used-car dealers be covered, 
too? 

Yes. The rules would apply to the entire 

field: of credit buying of automobiles, 

both old and new. 
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Will price markups be controlled? 
No. Present plans do not call for any 
rules on price markups or on the acces- 
sories and gadgets on a car. But the cost 
of accessories would have to be itemized. 


+ Who requested this hearing? 

> The Trade Commission itself initiated the 

) trade-practice conference. But it did so 

| after receiving many complaints from 
automobile buyers, local business groups 

| and members of Congress. 

Where will the hearing be held? 


) In the Department of Commerce Build- 
ing in Washington, on September 15. It 
will be under supervision of the Acting 
Chairman of FTC, Lowell B. Mason. 


How soon will the rules be ready? 
That will take a little time. Suggestions 
and recommendations made at the meet- 
ing will have to be studied. Then a tenta- 
tive set of rules will be drawn up. A 
second hearing will be held for sugges- 
tions on these. It probably will be around 
the first of the year before the final rules 
are issued. After that, individual dealers 
will be asked to agree to follow the rules. 


Isn'ta dealer's practice on auto sales 
regulated now? 
Not to any large extent. A few States 
have laws that call for itemized break- 
downs on installment sales. These follow 
the general rules now being sought by 
FTC. But in the majority of States there 
are no provisions calling for separation 
of finance and insurance charges and pro- 
hibiting the lumping of charges. On the 
other hand, a number of dealers already 
itemize their charges and otherwise fol- 
low the general practices that will be 
written into trade rules for the industry. 


How will the new rules be policed? 
After the rules are in effect, complaints 
received by the Federal Trade Commis- 
sion will be sent to its rules administrative 
division for consideration. This unit will 
look into each complaint. If steps are con- 
sidered necessary, it first will get in touch 
with the offender and try to get him to 
comply. In certain extreme cases, formal 
actions will be taken. These might lead, 
in some cases, to penalties against those 
who refuse to follow the rules. 


Will all “packing” of charges now 
end in auto sales? 

Probably not altogether. But FTC officials 
think that much of the practice will be 
ended. They are encouraged by the inter- 
est being shown in the proposal by many 
dealers and finance institutions. They 
expect that issuance of the rules will 
bring voluntary co-operation by many. 
Also, they point out that trade-practice 
rules in a number of other industries have 
resulted in elimination of practices ob- 
jected to. They hope for a similar result 
in the automobile industry. 
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how much more 
a Burroughs offers! 


High in quality and low 
gives you the utmost in spe 
dependability. It’s built to 
constant use—day after day 
And it costs so little! Just a 
all you invest in the 
convenience of this f 
Let us d 
Just call your local Burrough 


BURROUGHS ADDING M 


in cost, a Burroughs 
ed, ease of operation, 
stand up under 
, year after year. 
few cents a day is 
time-saving, ae 
amous adding machine! 
our 
strate a Burroughs on y 
Pails s office, or write— , 
ACHINE COMPANY 
DETROIT 32, MICHIGAN 


Coats 


this *8ht-columy 
adding machine, 
Capacity 999,999. 99 


$725 


plus applicable taxes 







labor-saving 





work. 














Nearly all subscribers to this 
magazine buy voluntarily. No 
salesmen call on them. They 


send in their checks regularly. 


This point has real signifi- 
cance for advertisers because 
they know that such highly 
voluntary subscription meth- 


ods mean interested readers. 


* 


U. S. News & World Report 


Advertising Department 


30 Rockefeller Plaza, New York 20, N.Y. 





CHANGES OF ADDRESS 

Notice of change of address should be sent not less than 
two weeks prior to the date change becomes effective. 
Send the address at which copies are now being received 
and the new address at which you wish to receive copies. 


U.S. News & World Report 
Circulation Department 
435 Parker Ave., Dayton 1, Ohio 
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Atlas Corporation 


Dividend on Common Stock 
NOTICE IS HEREBY GIVEN that a regu- 
lar quarterly dividend of 40¢ per 
share has been declared on the Com- 
mon Stock of Atlas Corporation, 
payable September 20, 1949, to hold- 
ers of such stock of record at the 
close of business August 26, 1949. 


Water A. PETERSON, Treasurer 
July 29, 1949. 
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ALL FIRES Are Extinguishable 


GLOBE protection controls the 
FIRE menace, and places 
“strictly preventable’, “partly 
preventable” and “‘cause un- 
known” FIRES all in the one 
class... EXTINGUISHABLE, 

Install GLOBE Sprinklers now. 
GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK ... CHICAGO... PHILADELPHIA 
Offices in nearly all principai cities 


THEY PAY FOR THEMSELVES 
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WABASH 


CAN PROMISE YOU 
SUPERIOR 
FREIGHT SERVICE 
Between 1948 and 1951, 
Wabash Railroad will 
have purchased or built 
3,151 freight cars of a va- 
riety of types—3,151 rea- 
sons why Wabash can 
promise you superior 

freight service. 




































INCLUDED 
IN THE PROGRAM 
ARE 2,500 

BRAND NEW 


BOXCARS 





HOPPER CARS, 
BOTH COVERED 
AND OPEN, 
ARE ALSO AN 
IMPORTANT PART 
OF THE PLAN 


Whether or not your freight 
originates on the Wabash, the 
strategic location of the Wabash 
in the “Heart of America” offers 
you finer freight service. Wa- 
bash “highballs” your freight 
between East and West... and 
serves you equally well be- 
tween North and South. 


There’s a Wabash 
freight representative 
near you. Phone him 
for details of how Wa- 
bash can best serve you. 


P. A. SPIEGELBERG 


Freight Traffic Manager 
St. Louis 1, Mo. 


WABASH RAILROAD 
Serving the Peart of remerica 
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What you as a businessman CAN and CANNOT do 


as a result of federal court and administrative decisions: 


YOU CAN, as an employer, some- 

times tell your employes that they 
may lose their overtime work if a union 
wins a collective-bargaining election. The 
NLRB decides in one case that an em- 
ployer was within his legal rights, under 
the Taft-Hartley Act, in making such a 
statement in letters sent to employes dur- 
ing an election campaign. 


YOU CANNOT count on avoiding a 

tax penalty for failure to file a re- 
turn merely because an accountant ad- 
vises you that a return is not required. A 
circuit court of appeals rules that a com- 
pany that failed to file a personal hold- 
ing-company tax return on advice of its 
accountant had not acted with ordinary 
business care. A penalty against the com- 
pany is upheld by the court. 


YOU CAN now include more than 

$5 worth of certain medicines and 
drugs in gift packages that you ship 
abroad under a general export license. 
This $5 limit is dropped by the Office of 
International Trade, except for items that 
may not be included in any amount in 
gift parcels. 


* * * 


YOU CANNOT export a number of 

additional items to Brazil. OIT pub- 
lishes a new list of articles that may not 
be imported into Brazil under that coun- 
try’s revised import regulations. Added 
to the barred list are wheat and wheat 
flour, assembled automobiles and trucks 
and various consumer goods. 


* * * 


YOU CAN, perhaps, get a court to 

stop pickets in front of your place of 
business from carrying placards bearing 
untrue or misleading statements. A State 
court orders pickets to stop carrying 
signs indicating that employes are on 
strike when that is not the case. The 
court refuses, however, to issue an in- 
junction against the picketing. 


* * * 


YOU CAN sometimes consider a 

member of your family as a business 
partner, for income tax purposes, even 
though the partnership agreement 
does not specify that the relative is to 
receive a share of the earnings. A federal 


district court holds that a taxpayer’s wife 
is a member of his partnership, under 
such an agreement, where she cop. 
tributed both capital and services. 


H 
3 
5 


YOU CANNOT, as operator of 4 

nonstock producer-consumer co-op. 
erative, always avoid paying a tax op 
the income of the organization. The U.§. 
Tax Court finds that a co-operative of 
this kind is not tax exempt where a large 
part of its earnings was distributed, o; 
distributable, to its members in the tax. 
able year involved. 





YOU CANNOT, as a poultry raiser 
expect any immediate change in 
price-supports for eggs. The Depart- 
ment of Agriculture announces that it | 
will continue through September to sup- 
port the price of eggs in the Midwest at | 
present levels reflecting an average price 
to producers of at least 35 cents a dozen. 





* * * 


YOU CAN obtain information about 

various metals and alloys used in | 
military and civil airplanes from a hand- | 
book just issued by the Munitions Board. 7 
The handbook, entitled “Strength of f 
Metal Aircraft Elements, ANC-5A,” may 
be bought for $1.25 from the Govern- 
ment Printing Office, Washington 25, 


D.C. 


at 
jam 


* %* * 4 


YOU CAN find out from area rent§ 

offices about new rules that now ap- 
ply in raising rents on apartments in co- 
operatively owned buildings. Changes in 
rent-control regulations for such build-P 
ings are announced by the Office of the P 
Housing Expediter. 


* * * 


YOU CAN, in selling your public- 

accountant business, probably treat 
part of the purchase price as a capital | 
gain, for income tax purposes. The U.S. 7 
Tax Court overrules the Commissioner | 
of Internal Revenue and allows an ac- | 
countant to treat one half of the amount | 
received for sale of his business as pay- 
ment for good will and a capital gain. 
The Commissioner argued that there was 
no good will involved, and that the pay- 
ment was for agreeing not to compete 
with the purchaser. 








Conclusiors expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S.. News & Wor.p 
Report, on written request, will refer interested readers to sources of this basic material. 
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Around the World 


















LONDON. ...WASHINGTON....PARIS.... 





>> British troubles continue to pile up, both at home and abroad..... 
British investors are no longer so anxious to hang on to their pounds. 
They are selling Government bonds. They are pulling out their savings. They 
are looking for hedges against devaluation and inflation. 
British workers grumble at the rising cost of living. Last spring's cuts 
in food subsidies are beginning to show in higher prices at the grocers’. 
British Government, to placate workers, cuts clothing and shoe prices. 
British retailers, caught by this new decree, raise a storm of protest. 
British consumers, with pounds to spare, may be headed for a buying spree. 
British manufacturers often find it easier to sell at home than abroad. 
British holdings of gold and dollars, slim at best, continue to decline. 























>> All roads seem eventually to lead to the British dollar crisis..... 

Jitters inside Britain make a poor backdrop for the talks in Washington 
late this month and early next on dollar and trade difficulties. 

Biggest problems in world trade today are crowding the Washington agenda. 

Basic solutions are not yet in sight. Even partial solutions, offered so 
far, are not well developed, will be hard to work out. 

U.S. experts apparently are to insist on these moves by Britain: 

Devaluation of about 20 per cent for the pound in relation to the dollar. 
Currencies of Sweden, Norway, Denmark, the Netherlands, France would probably 
follow suit. Aim of devaluing would be to stimulate exports to dollar countries. 
The British wonder how much difference a cheaper pound would make in exports. 
They know it would raise prices within Britain, compound the troubles there. 

Freer trade is the second change that the U.S. would like. Bilateral deals 
have a habit of excluding American trade. They tend to promote a two-price 
system. U.S. position is that competition will keep prices down, now that most 
commodities are plentiful again, and more world trade will result if everyone 
has an even chance at it. 

Dollar shortage has fostered bilateralism. Countries without convertible 
currencies have been forced into barter. It’ was the only way to trade. 

Convertibility of currencies would smash the barter system, is an ultimate 
goal of the U.S. But it can't work unless backed by dollars or gold. And the 
U.S. hasn't offered yet to put up the wherewithal. Nobody else has enough. 




















>> Britain, too, has certain ideas to peddle in the Washington talks: 
‘ Strategic stockpiling by the U.S. could be speeded up, concentrated in 
commodities bought mainly in the sterling area. Such would be tin, rubber, 





(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 





chrome, manganese, pyrethrum, industrial diamonds. Trouble is, the U.S. Con- 
gress is cautious about appropriating funds for large-scale stockpiling. 

Commodity buying is to be approached from another angle also by the 
British. They apparently now want to set up international agreements in tin, 
cocoa, tea, wool, rubber, jute. Real aim would be to get U.S. to agree to take 
certain quantities for certain periods at certain prices. But, at best, reaching 
such agreements is a long process. What's more, the U.S. isn't much interested. 

Gold price could be raised to, say, $55 an ounce from the present U.S. 
price of $35. That would push up the yield from present output of British coun- 
tries from $500,000,000 to about $785,000,000. Or, if gold production got back 
to prewar levels, the increase in dollar yield would be around $400,000,000. 
Difficulty about gold is that the U.S. price can't be tinkered with, unless the 
Congress gives prior approval. Odds are against such approval. 

Private dollar investments in Britain and the sterling area are to be en- 
couraged. The British probably will offer: to remove some restrictions on set- 
ting up businesses in Britain and the colonies; some type of protection against 
nationalization; to allow dividends and a share of profits to be sent back to 
the U.S. in the form of dollars. Something along this line is to be worked out. 

Dollar loans by the World Bank to British countries could, and probably 
will, be pushed by the U.S. Also, the British hope is that the "Point 4" pro- 
gram will soon help out in developing colonial projects, especially in Africa. 

Full employment in the U.S. promised by the Truman Government, is another 
thing the British will talk about in coming weeks. Washington, with its 
preference for inflation, will try to honor that promise. Full employment and 
good business in the U.S. should help British exports. 

Larger slice of Marshall Plan aid now is wanted by Britain. The British 
hope that the U.S. will support them. U.S. will be in ticklish position on 
this. Favorites can't be played, but the star performer of the Marshall Plan 
can't be allowed to go into a serious decline either. Britain knows that. 

Obviously, the British are going to try everything they can think of to 
speed up the dollar flow in their favor. There are many strings to their bow. 

The rest of Western Europe, meanwhile, won't be twiddling its toes. 
Special favors to Britain will be resented. Washington has to bear this in mind. 

















>> U.S. recession has had little reflection in Western European production. 
Industrial production in most countries is at, or close to, peak levels 
since the war, judging from latest reports. For the six months' period from 
November to May, when U.S. output Slipped 11 per cent, here's Europe's record: 
Britain's production went up 2% per cent to a postwar peak. 
France set new records, gaining 10 per cent. 
Western Germany was up a whopping 16 per cent to new highs since the war. 
Sweden and the Netherlands showed small 








Norway's output rose 5 per cent. 
gains. Belgium showed no change, but since May business has improved. 

Only Italy and Denmark showed slight declines. 

How long this growth can be kept up in Western Europe is a question. 
Western Europe will be thrown more on its own this year as Marshall Plan aid 
falls off. AS a result, raw materials available may not be so adequate. 

Moreover, factory production now is at such levels that home and neighbors’ 
needs are being met pretty well. Drop in U.S. buying of European goods comes 
at an awkward time. Current turn in U.S. recession is watched hopefully. 
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Production has recovered a bit fur- 
ther as business confidence con- 
tinues to improve. 

Steel operations were scheduled at 
82.3 per cent of capacity in the 
week ended August 13, against 81.3 
the week before and 78.3 in the 
week ended July 23. 

Factory output climbed to 170 on 
the indicator below in the week 
ended August 6. That compares 
with 168.5 the previous week and 
166.4 in the week ended July 9. 

Auto output rose to 144,373. Daily 
output is above that in the peak 
month of 1929. 

Carloadings of manufactured goods 
were 12.7 per cent below a year 
ago. In recent weeks they have 
averaged 14 per cent below. 

Zinc shipments to domestic consumers 
rose to 62,443 tons in July, 17,623 
above June. 

Layoffs, measured by new claims for 
unemployment, fell to 307,000 in 
the week ended August 6. In July, 
the weekly average was 330,400. 
Layoffs, however, are due to decline 
seasonally at this time. 

Commodity prices, shown in the top 
chart, give signs of a reviving de- 
mand for goods by business. 

Sensitive commodities rose to 243.2 
on Bureau of Labor Statistics index 
on August 11, highest since May. 

Wholesale prices held at 152.7 per 
cent of 1926 in the week ended 
August 9. Gains included lead, lum- 
ber, hides, tallow, cottonseed oil, 
print cloth, nylon hose, sheets. 


(1935-39 = 100) 
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Inventories of business, at $51,600,- 
000,000 on July 1, have dropped 
$2,100,000,000 from their Novem- 
ber peak. Trade inventories stopped 
declining in June, but manufactur- 
ers cut their stocks $500,000,000. 

Department-store sales, however, 
remain sluggish. Falling to 13 per 
cent below a year ago in the week 
ended August 6. July sales were 4 
- per cent below April. 

Consumer demand has not fallen 
that much, in total. Retail-store sales 
in June were only 2 per cent below 
a year ago. That reflects a 30 per 
cent gain in sale of autos, not sold 
in department stores. Food sales— 


Minus 
OF BUSINESS ACTIVITY 





almost entirely outside of depart- 
ment stores—are only 2 per cent be- 
low last year. Most goods sold by 
department stores are in plentiful 
supply and their purchase can be 
postponed in hope of lower prices. 

Personal income, at a rate of $213,- 
500,000,000 per year in June, is 
supporting retail sales. Total decline 
in incomes since the December 
peak has been only 2 per cent. That 
compares with an 11 per cent de- 
cline in 1937-38. 

Price-support loans by the Govern- 
ment helped to lift agricultural in- 
come to a rate of $21,200,000,000 
per year in June as farmers in- 
creased their marketings of crops. 

Benefit payments by Government 
and by private employers rose to a 
rate of $14,300,000,000 per year, 
$1,600,000,000 above December. 

Dividend payments, protected by a 
good cushion of undistributed prof- 
its, rose to a rate of $8,600,000,000 
per year in June, $300,000,000 
above December. 

Rental income rose to $6,800,000,- 
000 in June. 

Wages and salaries, at $134,500,- 
000,000 per year, were $2,600,000,- 
000 below December, chiefly re- 
flecting lower employment in manu- 
facturing. 

Purchasing power of consumers is 
almost as large as at the peak of the 
boom in 1948. If prices remain 
stable, consumers may soon join 
with business in spending at a 
higher rate. 
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-Whispers. 


Vaughan-Johnson Feud?...U.S. Cool to More Aid 
For Britain... Japan-China Trade Deal Blocked 


Thomas McCabe, Federal Reserve 
Board Chairman, didn’t offend the 
White House when he spoke a kind 
word for Wall Street and the need 
for a broader capital market. Mr. 
McCabe’s kind words were about the 
first that Wail Street had heard from 
an official source in 20 years. 


i i 


President Truman would like to 
say some nice things about private 
capital, too, if it would not offend 
labor leaders, who are convinced 
that workers and not stockholders 
should get the rewards that are to 
be had when a business enterprise 
is successful. 


xk 


John Snyder, Treasury Secretary, 
goes along with Reserve Board’s 
McCabe in the belief that Govern- 
ment investment alone will not as- 
sure prosperity and jobs for all. Mr. 
Snyder takes the side of those offi- 
cials who want to stir more activity 
in markets for equity capital as op- 
posed to the planners who prefer that 
Government try to control the flow 
of investment funds. 


xk * 


Maj. Gen. Harry Vaughan, military 
aide to the President, suspects that 
maybe the story of his relations with 
“5 per centers,’ using influence to 
get Government contracts, was in- 
spired by sources in the Defense De- 
partment. It is described as part of 
the game of palace politics. 


x * * 


Louis Johnson, Secretary of Defense, 
hasn’t been pleased with the influence 
that General Vaughan exercises at 
the White House on some military 
matters. 


xk * 


Senator Scott Lucas, Majority Leader 
in the Senate, isn’t even willing to 
hazard a guess as to the time when 
Congress might be permitted to ad- 
journ. Sometime in October is the 
earliest that many individual Sen- 
ators expect to get away. 
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The White House has improved its 
relationship with some important 
Democratic Senators by giving pri- 
vate assurances that future district 
and circuit-judgeship appointments 
will be cleared with Senators in 
States involved. 


xk * 


Charles Brannan, Secretary of Ag- 
riculture, lost out to the American 
Farm Bureau Federation in the bat- 
tle to write a new control law for 
agriculture. Secretary Brannan isn’t 
claiming that any part of the so- 
called Brannan plan is getting ap- 
proval by Congress at this session. 


xk * 


George C. Marshall, former Secre- 
tary of State, is doing an effective 
backstage job of selling to key mem- 
bers of Congress the idea that this 
country should supply arms to na- 
tions abroad, free of charge. Gen- 
eral Marshall is credited with saving 
a program that had been heading 
toward the legislative rocks. 


x *k * 


Treasury Secretary Snyder and other 
key officials are playing down the 
idea that Great Britain will find a 
solution to her dollar problems 
through the September conferences to 
be held in Washington. 


x *& 


Dean Acheson, Secretary of State, is 
somewhat cool to the British idea 
that U.S. should guarantee to buy 
a fixed amount of British Empire 
products at a fixed and high price to 
help Britain. Mr. Acheson doesn’t 
want to take on the task of trying 
to sell another aid program to Con- 
gress at this time. 


x *k* * 


Sir Stafford Cripps, Britain’s Chan- 
cellor of the Exchequer and No. 1 
planner, is convinced that U.S., in 
the end, will come to the aid of Brit- 
ain with big new supplies of dollars in 
order to make sure of an overseas 
market for surplus U.S. products. 
Sir Stafford feels that Britain’s bar- 


gaining power is enhanced, not weak. 
ened, by her present troubles. 


x *k * 


Lewis Douglas, U.S. Ambassador ty 
Great Britain, is suggesting that th 
time is near when this country my 
insist that the Labor Governmeg 
spend less of its effort on expandj 
Socialism and more on figuring 
how Britain eventually can get q 
the U.S. dole. The view is growing 
high U.S. official quarters that th 
dollar subsidy, used to bolster 
cialization, cannot be expanded. 


xk 


James Bruce, Ambassador to Argem 
tina, is in line for the job of admin 
istering Marshall Plan affairs 
Britain. 


x *k * 


Yugoslavia’s Marshal Tito is to get 
steel-finishing mill from U.S., ab 
though the U.S. military establish 
ment objected. State Departmet 
favored approving sale of the steék 
making equipment and the Natio 

Security Council agreed. 


x *k * 


Gen. Douglas MacArthur, Supre 

Commander in Japan, has State De 
partment instructions that a tra 
deal by Japan with Communift 
China must be held up at least fo 

months while there is a full review 
of U.S. policy in relation to Ching 


xk * & 


Chiang Kai-shek is out of favor will 
the U.S. State Department as po 
sible leader of any Pacific coalitio#l 
to counter Communist expansiom 
Chiang’s tendency to give full heag 
to his relatives and those of his wifé 
accounts in important part for thé 
U.S. attitude. 


x *k * 


India, with her hungry millions, may 
become the big consumer of U.& 
surplus wheat in the future, if high* 
level thinking in the Agriculture and 
State departments is translated into 
action. 
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Cold snap coming S 


Weather forecast: Temperatures going down due 
to ice-mass forming on glasses holding sprigs of 
fragrant mint and world-famous Kentucky Tavern, 


The Aristocrat of Bonds. Sunny smiles will follow. 


Glenmore Distilleries Company, Louisville, Kentucky 
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NO OTHER BOND CAN MATCH THAT KENTUCKY TAVERN TASTE 





Teamwork makes our:railroads great! 


ONLY IN AMERICA will you find a scene like 
1 this — freight cars from almost 150 dif- 
ferent railroads teamed together to bring you 
the things you eat and wear and use. By 
America’s rail- 


hauling each other’s cars, 
roads speed freight your way without delay. 


The next great step is “Roller Freight”! 


FREIGHT CARS WILL TRAVEL as fast as 
4 passenger trains when their old-style 
friction bearings are replaced with high- 
speed Timken tapered roller bearings. 

Everyone will benefit from “Rolle: 
Freight”. You'll get the things you eat 
and wear and use faster and in better 
condition. Foods will arrive fresher and 
more appetizing. And because Timken 
bearings reduce starting resistance 88%, 
freight trains will get under way 
smoothly, with fewer jolts and jars. 

There'll be less chance of damage to 
fragile goods. Locomotives will be able 
to haul more cars. Fuel costs will be cut. 
Delays due to “hot boxes” will be 


ONE KIND OF TRACK that goes everywhere! 
Early railroads used tracks of different 
widths or gauges. “Through” freight service 
was impossible. Working together, the rail- 
roads spent millions to standardize on one 
major track gauge throughout the country. 


ROLLER FREIGHT" 
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eliminated and the railroads will profit 
through lower maintenance costs. 


The railroads have already started the 


switch to“Roller Freight” —from a hand- 
ful of cars on some roads to as many as 
800 and 1,000 on others. 

Timken bearings are first choice 
throughout industry because they take 
greater loads and permit higher speeds. 
Whether you build freight cars or trac- 
tors, machine tools or automobiles, be sure 
the trade-mark “Timken” is on the bear- 
The Timken Roller Bearing Com- 
pany, Canton 6,O. Cable address: ‘“TIM- 
ROSCO”. Tapered Roller Bearings, Alloy 
Steels and Tubing, Removable Rock Bits. 


ings. 


3 TEAMWORK JOINS THEM! So cars from all lines 
can roll together, railroads have standari- 
ized couplings, brakes and other parts. 
Now teamwork makes possible another 
great advance — faster, freight 
cars equipped with Timken roller bearings! 
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TAPERED 
ROLLER 
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can speed the nation’s freight 
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